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This announcement is neither an offer to sell nor a solicitation of an offer to buy any 
of these Shares. The offer is made only by the Prospectus, 


4,380,683 Shares 
General Motors Corporation 


Common Stock 


($5 Par Value) 


Rights, evidenced by subscription warrants, to subscribe for these shares are being 
issued by the Corporation to the holders of its Common Stock, which rights will 
expire at 6:00 P.M., Eastern Standard Time, on March 7, 1955, as more fully set 
forth in the Prospectus. 





Subscription Price $75 a Share 





The several underwriters may offer shares of Common Stock at prices not less than 
the Subscription Price set forth above (less, in the case of sales to dealers, the con- 
cession allowed to dealers) and not more than either the last sale or current offering 
price on the New York Stock Exchange, whichever is greater, plus an amount equal 
to the applicable New York Stock Exchange Commission. 





Copies of the Prospectus may be obtained from only such of the 
undersigned as may legally offer these Shares in compliance 
with the securities laws of the respective States. 


MORGAN STANLEY & CO. 


DILLON, READ & CO. INC. THE FIRST BOSTON CORPORATION KUHN, LOEB & CO. 


BLYTH & CO., INC. GOLDMAN, SACHS & CO. HARRIMAN RIPLEY & CO. 


Incorporated 


KIDDER, PEABODY & CO. LAZARD FRERES & CO. LEHMAN BROTHERS 


MERRILL LYNCH, PIERCE, FENNER & BEANE SMITH, BARNEY & CO. 
STONE & WEBSTER SECURITIES CORPORATION UNION SECURITIES CORPORATION 
WHITE, WELD & CO. 


DREXEL & CO. HORNBLOWER & WEEKS 


PAINE, WEBBER, JACKSON & CURTIS SALOMON BROS. & HUTZLER 


WERTHEIM & CO. DEAN WITTER & CO. 


February 9, 1955. 
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SUN OF CANADA 
REDUCES COST 
OF INSURANCE 


$26 million in dividends 
to policyholders in 1955 


New dividend scales which, for the 
sixth consecutive year, will consider- 
ably reduce the cost of life insurance 
for the policyholders of the Sun Life 
Assurance Company of Canada, are 
announced by George W. Bourke, 
President, in his Annual Review of 
the Company’s business for 1954. 
Approximately $26 million will be paid 
out in dividends in the coming year, an 
increase of more than $2 million over 
1954. New life insurance sold in 
1954 amounted to nearly $700 
million, an increase of $120 mil- 
lion over the previous year. This 
new business figure is the largest 
reporied for the year by any Can- 
adian company, much of it having 
been sold in the United States 
where Sun Life has 36% of its 
business in force, and branches in 
major cities from coast to coast. 
Included in the new business figure 
was $239 million of group insurance, 
representing an increase of $68 million 
over the 1953 figure. Total Sun Life 
insurance in force now exceeds $6 
billion. 

Other important figures of the 
Report include $41,365,000 paid to 
beneficiaries of deceased policyholders 
and $92,985,000 paid to living policy- 
holders and annuitants. This $134 mil- 
lion paid in 1954 brings the total paid 
by the Company since its organization 
in 1865 to $2,866 million. 


MORTGAGE LOANS UP 


Mr. Bourke declared that the con- 
tribution by life insurance to new hous- 
ing in the United States and Canada 
looms larger every year. During 1954, 
Sun Life mortgage loans increased by 
more than any other type of invest- 
ment, and by the end of the year the 
Company had $323,000,000 invested in 
mortgages, mostly in individual homes, 

The Sun Life of Canada, with 93% 
of its total business in force in the 
United States, Canada and Great 
Britain, holds 46% of its invested 
assets in the United States. 

Mr. Bourke, in his Report, expressed 
optimism for Canada’s continued pros- 
perity. “A year ago I told you that I 
looked forward to 1954 with every con- 
fidence,” he declared. “That confidence 
proved to be justified and is in no way 
lessened for 1955.” 

A copy of Sun Life’s complete 1954 
Annual Report to Policyholders, 
including the President’s review of the 
year, is being sent to each policyholder, 
or may be obtained from any of the 100 
branch offices of the Company through- 
out North America. 
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welcome guest in homes today 
A is a familiar favorite in a new 
package. Across the land, soft 
drinks in tin cans put the sparkle in 
many a party. 

The growing use of tin cans for con- 
tainers is one of the newest advances in 
the soft-drink business. Cans offer 
many advantages: They are easier to 
carry, to chill, to store, and finally to 
dispose of. And, because ‘‘tin cans”’ are 
actually about 99 per cent steel, they 
are unbreakable. 

These advantages account for the 
production of an estimated 750 million 
soft-drink cans in 1954. Industry 
sources predict a tremendous increase 
over the next few years, for the tin can 
as a container has many qualities de- 
manded by consumer and canner alike. 

Teamwork Creates a New Product 
The development of soft-drink cans 
parallels that of the beer can in many 
respects. In a relatively few years the 
use of tin cans for beer has skyrocketed, 
so that last year about six and one-half 
billion beer cans were produced. 

The current development of cans for 
soft drinks is an outgrowth of the suc- 





Soft Drinks that Put Sparkle in the Party 


cess in canning beer. However, the soft- 
drink can, though similar to the beer 
can, posed many new problems. Higher 
pressures and greater acidity called for 
special steels and different lining mate- 
rials. And each of the 21 or more soft- 
drink flavors marketed today has dif- 
ferent characteristics and container 
requirements. 

The success of the soft-drink can 
resulted from the close teamwork of the 
steel mills, can manufacturers, and 
soft-drink companies in solving these 
many complex problems. 


Steel in the Starring Role 
National Steel, of course, is not in the 
soft-drink or can-manufacturing busi- 
ness. National’s role is that of a leading 
supplier of hot dipped and electrolytic 
tin plate to the country’s can manufac- 
turers. National research and produc- 
tion men work closely with their cus- 
tomers to develop the precise kinds of 
steel and tin plate needed to produce 
the more than 35 billion tin cans made 





every year. Tin cans consume about 
four million tons or more of tin plate 
each year—and that means steel and 
lots of it. 

It has been said that modern civili- 
zation could not exist without the tin 
can. Canning has made possible the 
wonders of exploration, it has proved 
a boon to the housewife, it has fed our 
troops on the battlefield, it has reduced 
food costs and substantially raised our 
standard of living. 

And canned soft drinks are just the 
newest example of the many modem 
products made possible by steel— 
America’s great bargain metal. 





SEVEN GREAT DIVISIONS 
WELDED INTO ONE COMPLETE 
STEEL-MAKING STRUCTURE 
Great Lakes Steel Corporation « Weirton 
Steel Company ¢ Hanna Iron Ore Company 
¢ Stran-Steel Division ¢ National Steel 
Products Company ¢ The Hanna Furnace 
Corporation ¢ National Mines Corporation 
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Economics 


A$64 BILLION QUESTION ... The Fulbright Commit- 
tee which has started a “study” into the stock market 
has asked some questions which it hopes will cast 
light on the connection between the recent action of 
stocks and the economy. The most significant ques- 
tion it asks is: What are the chief factors behind the 
astonishing market rise of the past seventeen months? 

A good-sized volume could be written on this one 
question alone and many answers, assuredly, could 
befound. Yet, one motivating factor for the persistent 
accumulation of stocks, especially the best class of 
stocks, can be cited. That is the belief of investors 
generally, and this, of course, includes the great in- 
stitutional investors, that the United States faces a 
period of unparalleled expansion in the next decade. 
On the basis of this belief, they foresee a period in 
which business profits and dividends will rise to 
levels never before witnessed. Therefore, it is the 
belief of investors who are looking quite far ahead 
that the prices which they pay for stocks to-day— 
admittedly very high by comparison with old stand- 
ards—will be more than justified by long-term re- 
sults. They believe that while minor adjustments in 
the economy—as occurred in 1953-1954—are inevi- 
table, these will be unimpor- 


,, Securities 
Foreign Affairs | Politics 


The Trend of Events 





Industry 
Business 








when prices are high. This has created a special 
scarcity of the better-grade stocks which has facil- 
itated their steeply upward trend. 

It will be seen then that the real foundation of 
the rise is not so much the present more favorable 
business situation nor even the prospects of fur- 
ther improvement this year but, rather, the long- 
range calculation by investors that the economy is 
destined to move to a much higher level than ever 
before experienced in this country. 

But in the meantime, the normal tendency of the 
market to contract whenever excesses appear is 
bound to manifest itself. The problem for investors, 
therefore, is to consider whether their interests are 
best served by adopting a long-range investment 
objective which obviously will require unusual pa- 
tience and stamina on their part, or whether they 
should trim their sails more closely to the wind and 
limit their objectives to the more immediate future. 
LABOR MONOPOLY ... The giant merger between 
A F of L and CIO which will come into being in 
autumn looks suspiciously like a monopoly. The 
power represented by such a vast, highly concen- 
trated organization with fifteen million members is 
something to conjure with. 





tant in relation to the major 
upward trend in the next 
decade. 

_ Translation of these beliefs 
into active and persistent ac- 
cumulation of stocks has not 
only had the effect of increas- 
ing the volume of investment 
but has served to limit the 
supply of securities which nor- 
mmally are offered for sale 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


Further, it is the avowed pur- 
pose of the leadership to bring 
into the fold as many of the 
unorganized workers of the 
United States as possible, and 
it is not difficult to see that 
within a few years, the mem- 
bership may climb an addi- 
tional several million. It is 
also quite within the realm of 
probability that, in a rush for 
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the bandwagon, the remaining independent labor 
unions may desire to become incorporated in the 
new union set-up. In that case, we would be con- 
fronted with a situation in which possibly as many 
as 25 million workers were under the command and 
jurisdiction of a tightly knit core of ambitious 
leaders. Power of such dimensions has never been 
known before in the United States, outside of the 
federal government itself. 

The economic advantage which the pooling of man- 
power and financial resources places in the hands of 
the leaders of the new union is obvious. If one could 
be sure that the leadership would show the highest 
degree of responsibility, and act with restraint and 
moderation in its dealings with industry, the con- 
cern with which the nation views this new and vitally 
important development could be modified. Unfor- 
tunately, there have been too many instances in past 
years of a ruthless disregard for the interests of the 
people, as a whole, by the union leaders. 

It is true that the mostly jurisdictional strikes 
which have marred relations between the AF of L 
and the CIO in recent years will now be ended. Con- 
cededly, that will be a net gain for industry and the 
public in general. But there may be a total loss if 
business and industry should be less free, as is 
likely, to bargain on equal terms with labor. In that 
case, management could conceivably face a battle in 
which the odds slowly went to the Big Union. 

The political aspects of the new situation created 
by formation of the merger between the two huge 
union organizations are perhaps even more impor- 
tant than the economic. The pressure that such vast 
voting power can exert on Congress, and on State 
and municipal authorities is enormous. No other 
group in the United States possesses power that is 
remotely comparable. In the hands of a leadership 
bent on political domination, this could be a very 
great danger to this country. While the present union 
leadership appears sufficiently aware of its responsi- 
bilities not to press its new advantages too hard, it 
is perfectly possible that at some future time, a new 
leadership might arise to put such scruples aside. 
The American people should not be made subject to 
such an unfair test. 

It is as yet not clear whether the new labor union 
merger will come under the provisions of the Anti- 
trust Act, but it is at least the duty of congress to 
investigate and determine to what extent the new 
labor combine does constitute a monopoly. But even 
if there were no legal barrier to such a merger, the 
deterrent value of a thoroughgoing investigation to 
a too ambitious labor leadership could prove most 
salutary. 


CALM ON THE BUSINESS FRONT. Although the For- 
mosa crisis has increased tension in the world 
capitals, there has been no rush to accumulate goods 
beyond normal business needs. Any activity now tak- 
ing place in inventory build-up in this country, for 
example, is due to the domestic increase in sales 
volume flowing from the business recovery and not 
to any fear that supplies may become short, as was 
true in the early part of the Korean war. Appar- 
ently, business circles here have come to the conclu- 
sion that the President’s stand on Formosa will lead 
to a truce, if not peace, and that there will be no war 


in the Far East. Certainly, there has been no refle) 
tion of the Formosa crisis in the price of commoj}_ 








ties. These have remained relatively stable, It 
also significant that except for copper »Which hg 
been subject to special influence, world prices hay}: 
also remained stable. This is perhaps as good af 
indicator as any that war is not generally expects, 
for the foreseeable future. 








A STEP IN THE RIGHT DIRECTION . . . The Chile, 
Congress has finally taken an overdue step in reve! 
ing the fatal 20-year trend in punitive taxation (/ 
the American copper companiees which operate } 
that country. Taxees will now be reduced to 75° 
of gross operating revenue, compared with the co, 
fiseatory 85% rate which had recently prevaile 
Some further, though minor, tax concessions ar 
granted on a sliding slace depending on future jp. 
creases in production. Even under the ameliorats 
rate, the burden is very heavy for American con. 
panies as they are permitted no depletion allowancs, 
which is customary with mining companies in thi 
country. 

Despite the still existing inequalities in the ney 
Chilean tax law controlling American copper con. 
panies, the change is to be welcomed not only becaus 
it will permit these companies to operate, though at; 
minimum of acceptable profits, but because it mark 
recognition by a South American government that 
unfair taxes on foreign-owned property, sooner or 
later will recoil on the government itself. The fact is, 
in the case of Chile, that the economy is virtually 
dependent on its copper industry. Unless the govern. 
ment intended to nationalize the mines completely, 
on terms that could mean virtual confiscation to the 
private interests concerned, it had to deal realistic. 
ally with the fact that, under the conditions imposed, 
the incentive to continue operations by these con: 
panies would have been totally destroyed. 

The impasse in to which the Chilean government 
had driven itself should be a reminder to other 
under-developed foreign nations, particularly thos 
which are largely dependent on foreign capital with 
which to expand their industries, that the law of 
diminishing returns applies to taxes and_ other 
forms of restrictive controls. If they wish their in- 
dustries to be developed, they must permit capital, 
domestic or foreign, to function profitably. This 
should be perfectly possible, under enlightened laws 
administered fairly, without necessitating the return 
of that type of exploitation which cast so much dis 
credit on the foreign.entrepreneurs of former days. 


THE “STOCK SPLIT’ AS A POTENT FORCE IN THE 
INVESTMENT MARKETS ... There is every indication 
that 1955 will break all post-war records for the 
number of stock splits in a single year. The extra- 
ordinary vitality of the stock market, the broadening 
of public interest, and the temptingly high price of 
shares which can qualify for stock-splitting has 
undoubtedly been too compelling for many ma- 
agements to resist and even some of the most con- 
servative have recently fallen into line and have 
recommended such action to their stockholders. 

Whether the stock-split is the chief factor in the 
rise of individual stocks, or whether the rise forms 
the basis for the stock (Please turn to page 672) 
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By JOHN CORDELLI 


MEN OF STRAW — A TEST OF LEADERSHIP 


 * evacuation of the Tachen Islands and 
the new shakeup in the Kremlin have overshadowed 
the regrettable and deplorable crisis created in 
France by the fall of the Mendes-France Govern- 
ment—the most dynamic and imaginative Govern- 
ment that that country has had since the end of the 
war. Not only is the defeat of Mendes-France a set- 
back for his country, but 
it is likely to have serious 
reverberations on our 
own policies and on the 
defense of the free world. 
The Kremlin’s hopes for 
defeating German rear- 
mament have risen. At 
best, ratification by the 
French Government of 
the Paris Treaties setting 
up the European Defense 
Union may have been de- 
layed for months to 
come. At worst, these 
Treaties may completely 
fail to pass in the French 
Council, in which case 
the German Parliament 
would probably also re- 
fuse to ratify them. 

All this makes one re- 
alize the sad fact that in 
the key countries of the 
free world other than the 
United States, the lead- 
ership is built on quick- 
sand, held back by uneasy 
party coalitions and by a 
desire to please doubtful 
partners. In building a 
dam against interna- 


EVERYONE GET BACK DOWN BELOW 





alarm that bellwether of all the neutralist countries, 
the Indian Premier Pandit Nehru. Hence the British 
suggestion that Formosa be neutralized, a move that 
at least for this generation would kill all hopes of 
China returning to the ranks of the free nations. 
Under the circumstances, the United States has 
little choice but to pursue of its own accord the poli- 
cies that we know to be 
in the interest of this 
country and that put an 





7 ANI ve effective barrier in the 
lexe, elle way of aggression by in- 
eee WE ternational communism. 
Ne i Primarily this means 
ha L{~ be that we keep our powder 
\ Fy. dry, continuing the build- 
Vi “yp up of our own armed 
AN forces and those of our 
2\ THINK NOTUNG Allies. That is the lan- 
em | OF IT = MUST SOME guage that the leaders in 
/\| MWOR MATTER UP = Moscow and Peiping 
| ee know best. Now that 
kee’ oe” there are a few realistic 
7 ne military men in the 
EF WORLD IS, | Kremlin, who know what 
Waa | the outcome of a war is 
a ae likely to be, the Soviet 
Sh a y) leadership should be 
1 -/' 2, _ more wary of taking 
-~ / 2 — steps that might precipi- 

OS Se ee = +~=Ctatte even local wars. 
7 -— ~- There is no need to 


throw up the sponge as 
some of our Allies ap- 
‘ pear to be doing, in re- 
spect to such threatened 
border areas as Southern 
Vietnam. A dose of the 
communist’s own medi- 


tional communism we — MA \ — -~ cine should effectively 
have in fact been leaning = ia keep that country out of 
on men of straw. The at. me, L. Peiping’s hands. 


French political parties 

that have refused to back 

Mendes-France in his at- 

tempt to reach a solution of the North African 
situation have been notorious for their selfishness 
and for their refusal to assume responsibility except 
under duress. Even Prime Minister Churchill and 
Secretary Eden appear to be hamstrung when it 
comes to taking a vigorous stand with respect to Red 
China. With the elections not far off, and with popu- 
lar sentiment against any involvement abroad, the 
Tories have been careful not to play into the hands 
of Attlee and Bevan by taking a strong line toward 
Peiping. They have been anxious, moreover, not to 





Our Allies and we are 
all interested in arresting 
the spread of interna- 
tional communism by peaceful means. However, 
compromise has been something that the totalitar- 
ians up to now have refused to understand except 
when it has suited their own aims. Yet there is a 
ray of hope. the recent events in Moscow indicate 
that the personal struggle for power continues 
within the Kremlin. While the recent boastful 
speeches of Molotov and of Marshal Konev sound 
warlike, they seem to mask internal weakness. So 
does the supposed shift from consumer to heavy 
industries. Briefly, this (Please turn to page 675) 


Dowling, in the N. Y. Herald Tribune 
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Do Stocks Mirror “Thin” 


Markets or Real Values? 


The market remains highly mixed, with two-way movement of the averages rather volatile 
so far in 1955. Moderate improvement during the past fortnight took the industrial section 
to a new high by a modest margin. Rails are still a little under their early-January top. Pros- 
pects justify sticking with our selective, reasonably conservative policy. 


By A. T. 


e}. balance, there was a moderate net gain in 
stock prices over the last fortnight. It sufficed to 
take the Dow industrial average to a new bull- 
market (and all-time) high. Most of the gain cen- 
tered in two trading sessions last week, and upward 
tendencies showed some tentative indications of 
running into trouble in the week’s final session. 
Rails also extended their upswing from the mid- 
January reaction low, but remained slightly under 
their January 3 top. The slow-moving utility average 
edged up to a new bull-market high. 

This performance leaves it conjectural whether 
the market is prepared to surge ahead in an impor- 
tant extension of the upward trend. The last previous 
“leg” of advance, from reaction lows of last October 


MILLER 


to the January 3, 1955, highs, amounted to a net 
extension of prior rise by 12.2% for the industrial 
average and 21.4% for rails. To date the net addi- 
tion to the industrial average’s early-January high 
is less than 1%; and, as heretofore noted, the rail 
average has yet to break into new high ground, 
Trading volume showed no expansion on strength 
during last week; and was heaviest on a Tuesday 
(February 8) dip of 3.89 points by the industrial 
average. It remained well under broadest earlier 
levels, probably partly due to the Stock Exchanges 
recent “suggestion” to floor traders that they watch 
their step, in view of the pending investigation of 

the market by the Fulbright Committee. 
The February 8 sell-off, later more than made up, 
was popularly attributed to uncertainty 





MEASURING MARKET SUPPORT 


THE MARKET IS A TUG-OF-WAR 


.. CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS 
THE MAGAZINE OF WALL STREET —1909 


created by the surprising news of Rus- 
sian Premier Malenkov’s “resignation,” 
the resultant two-way concentration of 
power in the hands of Communist Party 
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the bull trend. 
Since the prophetic significance of 
upside “penetrations” has at times 
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DEC. JAN.55 MAR. APRIL that stocks in general are not nearly so 


attractively priced as they were at 
earlier stages—the strike threat which 
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‘may face the automobile 
‘and steel industries by 
late spring as a result of 
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credit conditions; uncer- 
tainty whether they may 
be tightened further by 
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more so for stocks than 
for the “averages”, in that 
instances of notable indi- 
vidual strength far exceed 
those of conspicuous weak- 
ness. Thus, in the latest 
week, there was a daily 
average of about 140 new 
highs made by individual 
stocks. 

Tending to make for selective strength are: (1) 
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pressure of institutional and personal funds seeking 
satisfactory employment in a market in which the 
bargains have long since disappeared; (2) the rela- 
tive shortage in supply of good stocks due (a) to 
long-pull absorption of better-grade shares by in- 
stitutions, (b) the still fairly light flotations of new 
issues of investment quality, notwithstanding the 
exception of the recent large General Motors offer- 
ing, and (c) reluctance of many, if not most, 
investors to take profits on sound stocks because of 
the 25% capital gains tax penalty; (3) the pres- 
ently favorable trends of business activity, corporate 
earnings and dividends; and (4) the fact that aver- 
age dividend yields, even though pared roughly 
30% over the past 16 months or so, are still com- 
fortably in excess of the return available on high- 
grade bonds. Thus, there are real values behind the 
rise of many stocks of the best class. 

Whetting interest, there have so far been over 40 
stock splits (proposed, effected or awaiting ratifica- 
tion) since the first of the year, suggesting a record 
number for the first quarter and including a sizable 


number of prominent issues. Also, since the start of ° 


1955 there have been close to 90 boosts in cash divi- 
dend rates, including those associated with splits. 
The strong trend, promised higher 1955 earnings 
and generally satisfactory-to-strong corporate cash 
positions, suggest a full-year rise of perhaps 10% 
In total dividend payments. Representative indus- 
trials are currently on about a 4.25% basis, but 
nearer a 4.50% basis with allowances for a 10% 
gain in 1955 payments. For reference, that compares 
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with yields of about 3.25%, 4.25% and 3.50% re- 
spectively, at the 1929, 1937 and 1947 market highs. 
Compared with a year ago or six months ago, 
there has been a considerable increase in specula- 
tion. You see it in the reported higher percentage 
of transactions on margin, in the increase of buying 
for short-term gain, in the broader interest shown in 
secondary and lower-grade stocks. Low-priced stocks 
of cat-and-dog type have recently been making the 
best relative showing in a long time. Yet it would be 
an over-simplification to say that “the market” is 
now dangerously speculative. Actually, it is “a mar- 
ket of stocks’; and, therefore, many markets. There 
is no abatement of the flow of conservative invest- 
ment funds into high-grade income stocks. There is 
no slackening of demand for premium-priced, low- 
yield growth stocks on the part of some institutional 
funds, and also for account of wealthy individuals 
subject to such a high tax rate that they have a 
minimum interest in current income return, a maxi- 
mum interest in potentials for long-term capital 
gain. They prefer situations in which there is a 
heavy plow-back of retained earnings, preferably 
with capitalization thereof via stock dividends. This 
explains some current cash-dividend yields which, 
from the viewpoint of lower-tax-bracket investors, 
are absurd. To cite only three examples: Reynolds 
Metals 1.2%, Rohm & Haas 0.5% and Sun Oil 1.4%. 
Present market tendencies and prospects call for 
no change in our selective policy. You should con- 
tinue to hold positions in sound-- to-favored stocks, 

along with reasonable reserves. 
—Monday, February 14. 
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In early 1955, there can be little doubt that busi- 
ness is in the process of a vigorous recovery from 
the limited recession of 1954. The evidence of this 
recovery runs almost uniformly through the avail- 
able barometers of business conditions. 

At the end of 1954, and apparently continuing 
into early 1955, the rate of new orders flowing into 
the manufacturing sector rose sharply. Inventory 
liquidation on the part of manufacturers ceased as 
long ago as last October, and there has doubtless 
been a certain amount of accumulation since then. 
Construction activity, which boomed even through 
the recession of late 1953-early 1954, has risen to a 
still faster pace. 

Surveys of executives’ opinions about the outlook 
have recently been producing consistently optimistic 
results, and in many areas some of the usual specu- 
lative aspects of a business cycle recovery have al- 
ready reared their heads. There is now a small gray 
market in steel; the demand for copper, even after a 
10% price rise, is evidently well in excess of cur- 
rent requirements, suggesting speculative accumula- 
tion; consumers are borrowing against durables 
purchases at close to the highest rate on record; 
automobile producers are cheerfully going ahead 
with production schedules which imply a very sub- 
stantial rise in dealers’ stocks of new cars in the 
next several months; the demand for funds exerted 
on the money market by this increasing activity has, 
together with some mildly restrictive action by the 
Federal Reserve and the Treasury, served to produce 
a slight tightening in credit, and a characteristic 
rise in interest rates. 

In short, there are now enough typical features of 
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i WHAT'S IN SIGHT 


AMERICAN ECONOMY? 


By HAROLD Du BOIS 


- will pass well beyond a mere recovery from the 1954 


for the 


fast cyclical recovery on the business landscape to 
raise a question: is the year 1955 to be not a year 
of moderate, steady recovery, as was generally fore. 
cast a few months ago, but rather a new flowering 
of the great postwar boom of the past decade? Is 
that historic boom to continue uninterrupted into the 
foreseeable future? Are the massive incentives of 
the boom undiminished, as effective as ever? Are the 
very hopeful long-run forecasts of the government 
—such as the $530 billion Gross National Product 
forecast of the staff of the Joint Committee on the 
Economic Report with respect to 1965—to turn out 
to be reasonable, or even conservative? Thus, what 
happens in 1955 is certainly very interesting in it- 
self, but it takes on a greatly magnified interest 
because it is likely to disclose a great deal about the 
total state of postwar business, and its probable 
course over the next decade. It is therefore worth 
looking at in considerable detail even now, when 
conclusions must necessarily be tentative. 

These conclusions can be set out briefly here. The 
new year is apparently to be much better than was 
expected three months ago. It may not fulfill the 
classic description of a boom in all respects, but it 


recession. And there will be one striking and provoc- 
ative aspect of the year: its great strengths will 
come in new areas, and will be owing to a new set 
of incentives and forces. This is strikingly demon- 
strated in many regions of the U. S. (see table). It 
will be not so much a new flowering of an old boom, 
a vigorous new upward course that is generating its 
own momentum, and owes little to the worn out 
forces of the late 1940’s and early 1950’s. This new 
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uptrend is not recession-proof: indeed, it is likely to 
experience some tough sledding even within the next 


| eighteen months. But the basic fact about it is that it 
' js not the old age of a dying trend; it is the youth 


of a new one, New units of buying power are being 
created, approximately 2.5 million persons a year 
and possibly close to 1 million family units. New 
additions to the working force, though not equally 
distributed over the country, form a leaven in which 
the national economy operates with increasing vital- 
ity at every level of the population. The addition of 
countless new products form the basis of new pro- 
duction and new markets, each counteracting on 
the other. 

Where excess productivity capacity exists, this is 
eventually swallowed up in the rising consumption 
of the nation, as the population expands. At the same 
time the wage take of the working force, despite the 
unemployment figures, shows a tendency to rise to 
new high levels. 


1955, Sector by Sector 


In 1954, personal consumption expenditures, the 
single largest component of total national outlays, 
amounted to $234 billion. Significantly, in that year 
of recession these outlays actually increased, and 
their share of total gross national product rose from 
about 63% in 1953 to 65% in 1954. But even this 
share is historically low: in a prosperous pre-war 
year, personal consumption accounted for about 70% 
of total gross product. 

In 1955, personal consumption is likely to show a 
very considerable rise. In real terms (that is, cor- 
rected for changes in prices) the 1955 jump in per- 
sonal consumption could well be one of the largest in 
the postwar years. Main reasons: a very high level 
of consumer confidence, a large rise in personal in- 
comes, a renewed climb in wage rates, high holdings 
of liquid assets, and a continued upward drift in 
the share of total output going to consumers. Give or 
take a few billion, personal consumption expendi- 
tures are likely to total $245 billion in 1955. 

What is noteworthy about this figure is that it is 
not likely to depend heavily on rapid expansion of 
personal instalment indebtedness. Instalment debt 
incurrence is rising fast in early 1955, but the pace 
is almost certain to slow. The postwar boom has 
brought instalment debt back to its historic relation- 
ship to income, and in this sense one of the great 
postwar stimulants has been exhausted. But other 
stimulants have arisen in its place: the greater value 
offered customers in durable goods lines; the high 
level of liquid assets out of which durables purchases 
can be made; the sharp rise in the proportion of 
families owning their own homes, and prepared to 
improve those homes constantly with new appliances 
as they become available. In 1954, the automobile 
and appliance markets shifted out of dependence on 
the instalment credit market, and found themselves 
a healthy volume of cash business. As the current 
surge of credit buying wanes, auto dealers and other 
durables retailers may take a temporary setback, 
but the enormous size of the total market should 
make total volume for the year comparable to the 
boom levels of 1953. 


Surge in Consumer Goods 


In dollars, a much larger gain in expenditures is 


likely in soft goods. Here the old postwar boom has 
never fulfilled. its promise, and sales have lagged far 
behind hard goods. In the new boom of 1955, soft 
goods, which have now completed some fundamentai 
adjustments in costs and capacity, are likely to show 
a pronounced rise. Main reason; with postwar dur- 
ables backlogs well filled, consumers can shift their 
additional incomes into a higher standard of day-by- 
day living, and that means more food, textiles, leather 
goods, gasoline, novelties. 

Service outlays are also likely to rise, but not, as in 
the past, because of rising rents. With new homes 
being built at the current prodigious rate (see be- 
low), rentals are bound to no more than hold their 
own, and perhaps to weaken. But there will be a 
continuing shift into better rental units, and also a 
rising proportion of families owning homes. The 
switch from rental to ownership usually is accom- 
panied by an improvement in accommodations, and 
the Department of Commerce reflects this improve- 
ment, in their service expenditures estimates, by 
imputing a higher rent to the family. However, the 
share of services in total personal consumption has 
evidently ended the inflationary rise which charac- 
terized the old postwar boom, and this in itself will 
provide funds for other forms of expenditures. 

While the outlook for personal consumption expen- 
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ditures is certainly the brightest part of the 1955 
business picture, other sectors will show considerable 
strength. Of these, residential construction is the 
most notable, and here again the impetus has 
changed from earlier years. The Housing Act of 
1954, by greatly easing borrowing terms, has cer- 
tainly stimulated homebuilding, and the methods it 
used to stimulate the industry are not very different, 
in effect, from those used in early years of the post- 
war boom. But it is noteworthy that this time they 
are not conceived of as an emergency measure to 
accommodate veterans and to recoup ground lost 
during the war. This time a liberal housing credit 
policy has become imbedded as a permanent part of 
federal program, aimed at a continuing improvement 
in the nation’s housing facilities. Given this basic 
condition, the actual housing market itself must be 
considered to have been greatly expanded, and a high 
rate of housing starts (although not necessarily the 
stratospheric rate of recent months) is very likely 
to prevail for several years. When it fails, moreover, 
slum clearance and suburban relocation programs 
are at hand to continue the building boom. 

Much the same outlook holds for non-residential 
building (excluding industrial building). Commer- 
cial construction is likely to continue at a rapid rate 
as long as homebuilding holds up, and particularly as 
long as homebuilding takes its current impetus from 
decentralization and suburbanization. Just as im- 
portantly, however, road building and school build- 
ing programs, jointly financed through federal-state 
action, are just beginning to assume major propor- 
tions in the construction total. Over the next half 
decade, much less the next year, they are certain to 
grow rapidly; the Administration’s program in these 
areas more or less guarantees this outcome. In 1955, 
state and local government outlays are likely to 
climb to the $30 billion level (from $27.5 billion in 
1954), mainly as a result of higher construction 
outlays. 


Expenditures for Plant and Equipment 


Industrial building and expenditures on produc- 
tive machinery and equipment are likely to show 
little change in 1955 as a whole, but their trend 
late in the year is very probably to be upward. Here 
again the reasons for strength are not those that 
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tion allowances have risen 
dramatically as a source of corporate funds. (This 
amounts to saying that for the first time in the post- 
war period, average book cost of equipment anid 
average replacement cost are no longer miles apart.) 
In 1954, depreciation and amortization allowances 
provided corporations with a record $12.5 billion, 
about 75% more than their retained earnings, and 
substantially more than half their total outlays on 
plant and equipment. In 1955, these allowances will 
be close to $14 billion, and an expected moderate 
increase in corporate retained earnings should bring 
the total funds available to corporations from inter- 
nal sources to the highest level on record. At the 
same time, the 1954 boom in the stock market has 
made equity financing cheap and easy, at least ten- 
porarily. As a result, corporations in 1955 will be in 
a better position to finance expansions and improve- 
ments than at any time in history. Assuming that 
their confidence in the long-run American business 
outlook is not radically diminished, this combination 
of favorable financial factors is very likely to precipi- 
tate a new uptrend in investment outlays. 

Finally, American business relationships with the 
rest of the world have altered radically since the 
early days of the postwar boom. Exports are no 
longer being financed on a bonanza scale by the Mar- 
shall plan and its ECA successor, and England and 
Europe, our main customers abroad, have achieved 
a remarkable degree of economic recovery. The boom 
impetus of producing for a half-starved half of the 
world is gone. But in its place has risen an avid and 
apparently reasonably stable demand for American 
products in world markets. American exports, with- 
out much help from Washington, appear now to be 
in a moderate long-term uptrend. Our foreign mar- 
kets are admittedly competitive cost-wise, but the 
past year provides some warrant for concluding 
that the worst of Europe’s economic troubles are 
over, and that in a healthy condition they are willing 
and anxious to take American goods in as substan- 
volume as when they didn’t have to pay for 

em. 

The addition of the sector accounts described 
briefly above suggests that in 1955 as a whole, gross 
national product is likely to be in the neighborhood 
of $375 billion. This represents an increase of about 
$18 billion from 1954. About $10 billion of this in- 
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expenditures, with another $5 billion split about 
equally between new private construction activity 
and state and local government spending (princi- 
pally for public construction). The remaining $3 bil- 
jion rise represents an end of inventory liquidation, 
which in 1954 reduced gross national product by 
somewhat more than that amount. 


Filling the Inventory Pipeline 


One of the most important developments has been 
the noticeable drop in inventory liquidation. It is 
about a year and a half that inventories hit their 
peak. They are now almost $4 billion lower. In recent 
months there have been distinct signs that inven- 
tories have become uncomfortably low in certain 
areas. Steel and copper are good examples. Also there 
are signs that textile liquidation of inventories have 
been about completed. One might cite other groups 
such as drugs and coal. 

At the same time, sales and new orders have 
increased and the upward thrust of this trend has 
become particularly marked in recent weeks. It would, 
therefore, appear that many of the unfavorable fac- 
tors which marked business conditions in the earlier 
part of 1954 are now disappearing. All this is having 
a marked effect on the national economy. What is 
especially significant is that these important trends 
are attaining real momentum. 

But more important than the details of this fore- 
cast for 1955 are the elements of strength which 
underlie it. For these elements are distinctly a new 
combination, not a last regrouping of old forces. 
They include new measurements of markets for 
roads, schools, and private homes; a new composi- 
tion of total output organized around the endless de- 
mands of the consumer; a favorable world market; 
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a strongly improved financial picture for corpora- 
tions ; long-term confidence, on the part of consumers 
and business, in the American outlook; and, above 
all, a recognition that the American government, in 
the hands of either major party, can no longer tol- 
erate any substantial interruption of the nation’s 
long-term growth perspective. None of these ele- 
ments guarantees that a short-term recession, even 
a painful one, cannot occur: what they do guarantee 
is a general business atmosphere, in 1955 and in en- 
suing years, which will be vastly more favorable 
than might have been expected two or three years 
ago, when the great stimuli of the postwar boom 
began to falter, and when the great World War II 
backlogs were shrinking away. 
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Important Business Indicators 
Manufacturing —_ Manufacturing —— —— Retail —Department stores — 
——and trade! New 
Sales? —_ Inventories? Sales? —_ Inventories? orders Sales? —_ Inventories? Sales? Inventories4 
Period Millions of dollars, lly adjusted — prochiry 
1939 10,802 20,051 5,02 11,465 5,354 3,503 5,534 35 35 
1944 23,785 31,059 13,782 19,507 11,906 5,851 7,640 62 58 
1946 .... 27,150 42,892 12,617 24,457 13,694 8,541 11,852 90 77 
MURR cise acuceavack Wubaeh toad nies Pi oreda dv acsedaueepasapansecetia 36,438 55,612 17,630 31,693 17,350 10,877 15,828 104 107 
1949 34,664 51,111 16,416 28,860 15,903 10,893 15,311 98 100 
1950 39,917 64,092 19,284 34,314 20,980 11,974 19,316 105 109 
1951 44,8215 75,2685 22,205 42,904 24,391 13,185° 21,239° 109 129 
1952 46,080 77,109 23,046 44,190 23,710 13,674 21,592 110 118 
1953 48,8:7 81,072 25,271 46,722 23,846 14,234 22,661 112 126 
1953: October 48,284 81,805 25,010 47,044 22,163 14,040 22,720 110 128 
November 47,518 81,276 24,256 46,909 21,594 14,104 22,437 113 127 | 
RPMIIMINOD, 55 os ss cccssszesevsecatiajatacauvioacd 47,209 81,072 24,126 46,722 22,026 13,932 22,661 112 123 
1954: January 46,450 80,688 23,902 46,382 20,749 13,622 22,521 107 120 
February 46,714 80,390 23,620 46,115 22,016 13,972 22,421 109 119 
March 47,094 80,093 24,064 45,774 22,859 13,900 22,563 105 121 
April .. 47,636 79,516 24,418 45,183 23,017 14,242 22,690 111 120 
May .. : 46,914 79,372 23,978 44,798 22,819 14,044 22,804 108 121 
June ... 47,779 79,000 24,260 44,535 22,876 14,439 22,600 112 122 
ORIN os cs acy ce tances oucwsarvuaet pote 47,417 78,349 24,055 44,194 22,551 14,272 22,403 111 124 
August axes 46,717 78,163 23,482 43,929 22,560 14,150 22,451 112 124 
ORIEN osc £6 «20852 <ccn5 cs adgsesbesnsates 46,985 77,790 23,612 43,668 24,463 14,214 22,425 107 125 
October ' .. 46,420 77,564 23,337 43,841 24,054 14,071 21,996 113 124 
ered arWiieie 25sec yceusscsecressiecanens 48,233 77,657 24,596 43,811 24,523 14,361 22,128 114 124 
CAC TOE on oe Ry ee ae eee oy a MIG. . ac 
1_Also includes wholesale, not shown separately in this table. 5—New series on retail trade beginning with 1951; not compar- 
2—Monthly average for year and total for month. able with previous data. See Survey of Current Business, 
3—Book value, end of period. September and November 1952, for detail. 
4—Book value, end of period, except annual data, which are 6—Preliminary estimates. 
monthly averages. 
Sources: Department of Commerce and Board of Governors of the Federal Reserve System. 
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An entire generation of investors and businessmen 
has grown up which has known little other than a 
fiscal, currency and credit system tied to a political 
regime whose avowed purpose was to control the 
normal forces of supply and demand. Through a 
pegged security market, a managed currency and, in 
practically every field, artificial controls by a Fed- 
eral bureaucracy, what aforetime was the normal 
flow of the economy was guided into synthetic 
channels. 

The prime result, consequently, was a firm belief 
that policies made at Washington were the well- 
spring of every movement in commerce and the stock 
market. Even though the theories and methods of 
nearly a generation were abandoned with the advent 
of the Eisenhower Administration, the millions who 
grew up under the old regime appear not to compre- 
hend the change that has taken place. They seem 
unable to realize that Washington today no longer 
basically creates the currents of the economy but 
follows and adapts its policies to the dictates of the 
natural ebb and flow of the nation’s economy. 

Thus, even today, active leaders of the nation’s 
commercial and moneyed affairs continue to ask if 
this or that action by the Federal Reserve Board or 
the Treasury heralds a new policy; they ask if a per- 
manent or only a temporary change of policy is 
indicated; they ask what direction future policies 
will take. 

The clear and unmistakable fact is that Washing- 
ton has ceased to create policies in the sense that 
they were created for twenty years under the Roose- 
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velt and Truman Administrations. Washington to- 
day is seeking to follow, not to lead; that is, Wash- 
ington is seeking to adapt its policies to the needs of 
the national economy, not to force the national econ- 
omy into a pre-determined form. If the business man 
in any field would attentively read the statement by 
William McChesney Martin, Chairman of the Board 
of Governors of the Federal Reserve System, which 
accompanies this discussion and take literally what 
he says, he would be better guided than by any look- 
ing to Washington for answers to his questions. He 
is creating the answers to his own questions. He, 
once more, is creating the basis of policies. 


The ‘Fulbright Investigation” 


There has been in recent months no little concern 
over the activity of the New York Stock Exchange 
and over the rapid expansion of business activity in 
many lines; and some fears have been expressed that 
the country might be building up to another such 
chapter as that written in the roaring ’twenties and 
the whimpering ’thirties. Senator William Fulbright 
of Arkansas, new Chairman of the Senate Commit- 
tee on Banking and Currency, has announced that 
he intends to conduct an investigation of the stock 
market operations since the early ’thirties, presum- 
ably with a view to determining whether further 
regulatory legislation is needed and with the purpose 
of exposing any practices now being followed which 
might lead to such another collapse as that of 1929 
and 1930. 
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' The Federal Reserve has increased from 50 to 60 
yer cent the limitation on bank loans made for the 
jurpose of carrying stocks on margin. In issuing 
This regulation it is but following the system of 
tredit management originally planned by the 
framers of the Federal Reserve Act. In all prob- 
bility, the Federal Reserve action and subsequent 
pnes will prove far more effective than any revela- 
tions which a committee presided over by Senator 
Fulbright makes. 

The proposed investigation by Senator Fulbright 
brings something of an echo of the regime which had 
passed when legislation and government by investi- 
gation seemed to be the order of the era. The Fed- 
tral Reserve action in gently applying a credit brake 
to insure against too rapid a pace, therefore, con- 
stitutes a return to original principles. 

Carter Glass who, as Chairman of the House Com- 
mittee on Banking and Currency, was one of the 
chief authors of the Federal Reserve Act and who 
as Secretary of the Treasury had a strong arm in its 
enforcement, said concerning that creation: “We 
instituted a great and vital banking system not 
merely to correct and cure periodical] financial de- 
bauches, not simply to aid the banking community 









alone but to give vision and scope and security to 
commerce and amplify the opportunities as well as 
to increase the capabilities of our industrial life.” 

It is true that in March, 1951 there was estab- 
lished what was known as the Treasury-Federal 
Reserve Accord, separating these two powerful 
agencies, yet, so far as the Treasury was concerned, 
the same policies were followed as those which had 
ruled since 1933. Now, however, both the Treasury 
and the Federal Reserve are seeking to pursue the 
ideal set forth by Carter Glass. It may be regarded 
as something of a paradox that a Republican Ad- 
ministration should seek so diligently to carry out 
the ideals of an Act created by a Democratic Admin- 
istration—the Wilson Administration—ideals from 
which the Roosevelt-Truman Democratic regime had 
for so long departed! 

One reason why Senator Fulbright seeks an inves- 
tigation of the stock market is the widespread belief 
that the Exchange and, to a considerable extent, the 
money market for the whole country, are ruled by 
a relatively small group of traders in New York. 
The Wall Street concept remains as strong as ever 
in the minds of large numbers of people, including 
members of Congress. Yet a recent study of trans- 





An Exclusive Statement for The Magazine of Wall Street: 


ADJUSTING CREDIT AND MONEY TO BUSINESS ECONOMY 


By WILLIAM McCHESNEY MARTIN 


Chairman, Board of Governors of the Federal Reserve System 


The concept of free markets is permitting the forces of the market — the forces of demand and supply — to 
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have some play. Under wartime conditions, of course, the concept of free markets went almost entirely out the 
window. The decision taken in March of 1951 to unpeg the Government securities market was a decision to restore 
to the market some of the influence — not all of the influence but some of it — which had been denied by 
Government policy for a period of nearly ten years. With that decision, Government securities ceased to be 
interest-bearing money. The processes of the market place began to operate again and the credit mechanism began 
to function once again as it should as one of the governors on the flywheel of the economy and many people were 
amazed at the influence and the effect that it unquestionably had, along with other factors, in showing the inflation 
that was then going on. 

Now there is a fiction — | believe it a fiction — that the Federal Reserve can control interest rates completely. 
| happen to be one of those who still believe that the credit and money basis of this country is formed at the 
grass roots. | honestly believe that the composite judgments which come up through groups in various towns and 
hamlets throughout the country have more to do with the basis of credit in this country than has the influence of 
the Treasury and the Federal Reserve combined, although damaging effects may be felt if we in the Federal 
Reserve miscast our policy at a given time. 

What we are endeavoring to do about the money supply in this country can be described in simple terms: 
We want the flow of money and credit to be like a river. The river is flowing through the fields of business and 
commerce. We don’t want the water overflowing the banks of the stream and flooding the fields on either side for 
we don’t believe that you can just sit on the banks of this river and get rich by dipping into the stream that is 
flowing by. Neither do we want the stream to dry up and leave the fields parched. We understand that there has 
to be irrigation and drainage. But we do see the flow of money and credit as something which must be related 
and adjusted to the business economy in such a way that there will be an adequate supply without inducing 
inflationary pressures. That is the basis on which this institution, the Federal Reserve, is established. 

Changing shifts in policy emphasis do not necessarily mean that a change in policy direction is emerging, 
much less that a new policy has been adopted. They may be useful signals, nevertheless, in thoughtful analysis. 
For by the time the facts of a developing economic situation are sufficiently clear to lead to the adoption of a 
changed policy directive, this much usually will be apparent: the day-to-day allowances that have been made 
for uncertainties in the forecasts of reserve availabilities will have begun to be increasingly resolved in the direc- 
tion indicated by a changed policy decision. 
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Changes in Margin Rates 
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actions on the New York Stock Exchange for what 
were selected as representative days, December 8 
and December 15, 1954, revealed that 77 per cent of 
all transactions originated outside New York City. 

There is not now a repetition of the situation of 
the ’twenties when State and small national banks as 
well as all sorts of firms were sending all the cash 
they could spare (and more) to the New York call 
money market but the study showed that individuals 
in every part of the country are buying and selling 
on the New York Stock Exchange and, presumably 
on other lesser exchanges. While margin trading is 
substantial and has, indeed, increased since last Au- 
tumn, it is not in the wildly disorganized condition 
it was in the ’twenties. There are many purchases 
for investment rather than speculation. As an indi- 
cation of who is in the market, the survey showed 
that transactions by private investors on the Ex- 
change rose from 4.3 per cent of the total volume 
in 1952 to 10.3 per cent last December. However, 
the increase in speculation is indicated by a rise in 
purchases on margin from 34.2 per cent in 1952 to 
52.5 per cent last December. 

One of the functions of the Federal Reserve is to 
prevent, as Senator Glass has said, “periodic financial 
debauches” and, obviously, its action in increasing 
the limit on margin loans was intended to discourage 
runaway speculation with relatively cheap money. 
The new Federal Reserve Regulation imposing the 
60 per cent limit was issued January 4 and it is more 
than probable that there has been a change from the 
December figures covered by the recent study. The 
margin increase—if the Federal Reserve is working at 
all—has reduced the volume of margin dealing. 


Responding to Conditions 


The vital consideration here is that the Federal 
Reserve acted not in the sense of establishing 
some new or different policy but responsive to a 
condition in the market that had arisen sponta- 
neously from the country as a whole. Thus no new 
policy is adopted; there is but a normal and al- 
most automatic reaction to an economic condition. 

When the Treasury issued its 314 per cent 
bonds early in the Eisenhower Administration 
there was a good deal of consternation and some 
businesses felt that they were being made the vic- 
tims of a harsh new policy. The only harsh new 
policy was a return to the principlees of Federal 
Reserve banking and the type of central banking 
which had prevailed before the twenty-year Roose- 
velt-Truman era. It was realized that a perilous 
economic situation stood in need of correction. 
Pursuant to these same principles, as soon as the 
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corrective steps began to show their effectiveng 
there were responsive changes in actions at Wa 
ington. Neither or any of these actions represent 
any change of policy; there was only a consiste 
pursuit of the same continuing policy of shapj 
fiscal steps in Washington to conform to the vicig 
tudes of the market! 

It is interesting to recall that a large segment, 
the press and, of course, all the labor press, eri 
to high heaven that the new Administration } 
adopted a policy of enriching the bankers and oth 
already rich investors by increasing the rates , 
Government securities. In this connection one » 
look at the new Budget provisions for the payme 
of interest on the Public Debt—this process of af 
richment so bitterly attacked. For 1956 schedul. 
payments to holders, rich bankers or anyone es} 
will be $200,000,000 less than for 1955, despite th 
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fact that there has been an increase in the principh 





of the debt. So the fiscal policy is having an effect thf 
reverse of that critics forecast. ' 






Trend of Money Rates 






It may be of value to examine the trend of mong 
rates during the period the Eisenhower Administr: 
tion has been in office. For 1953 the average rate fy 
prime commercial paper was 2.52%. The averagil 
rate on business loans was 3.7% although there wal 
a wide variation in rates for different sized loan 
For example the average for loans of $5,000 anif 
under was 5% but was only 3.5% on loans of $200, 
000 and over. Government bond yields ranged fron 
2.93% to 3.16% and municipals were 2.72%. Th 
average for non-government bonds was 3.43% it 
1953 while industrial preferred stocks showed a 
average of 4.27% and common, 5.51%. 


For 1954 the comparable figures are: prime con: 
mercial paper, 1.58%. The average rate on busines 
loans had dropped to 3.6% with a spread from 5% 
for small loans to 3.4% for those over $200,000. 
Government bond rates ranged from 2.53% to 2.70% 
and municipals were 2.37%. The average for no- 
government bonds in 1954 was 3.16% while indu:- 
trial preferred stocks showed an average of 4.01% 
and common 4.66%. 

These rates, despite all the furore about the Trea 
ury and the Federal Reserve making money so tight 
that business was (Please turn to page 664) 





















MONEY RATES AND BOND YIELDS 
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Securily Values 


By J. C. CLIFFORD 


ie J the uninitiated, the price of stocks often 
seems to be dictated as much by chance (or even 
caprice on the part of buyers—or sellers) as by the 
general standards which have been established over 
the years by the immutable laws of the market place. 
If the investor should ask why there should be such an 
enormous difference in the price of the hundreds of 
stocks listed on the various exchanges when, to casual 
inspection, there appears to be no such difference in 
their value, or at least not enough of a difference to 
justify the wide spread normally found, he may find 
an answer if he should think of the stock market as 
a huge merchandising mart in which multifarious 
goods, with different price tags, are offered for sale. 
He would expect to find in such an establishment, a 
great range of prices, based on the quality and useful- 
ness of the goods, but he would be quite familiar 
with the variety of prices from past experience. So, 
in the stock market, are the goods, in this case stocks, 
priced differently, each according to a fairly well 
defined pattern, established through stock market 
custom and experience. But, because he is not likely 
to be so familiar with these standards, he may find 
himself at a disadvantage in finding his way around. 


Earnings the Essential Factor 
While the investor naturally views the stock mar- 
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ket as a place in which the 
shares of many different com- 
panies in many different indus- 
tries may be bought and sold, 
this necessarily complicates the 
problem of selection when the be- 
wildering assortment of stocks 
available is considered. He may, 
however, simplify his task by call- 
ing to mind that, despite the great 
variety of stocks and industries 
represented in the market, basic- 
ally only two things are being 
sold: (1) earnings, and (2) divi- 
dends. Fundamentally, this is all 
that should concern the investor, 
whether he holds stocks in one 
company or another, or in one in- 
dustry or another. It all boils down 
to earnings, or earning power; 
and dividends. This is what the 
market is concerned with, and that 
is what all the price changes are 
about. By concentrating on these 
two factors—earnings and divi- 
dends—the investor is able to ob- 
tain a useful yardstick of the value 
of his securities, and, conse- 
quently, he can reduce a great part 
of the guesswork which, too often, 
is the basis of the way in which he 
goes about selecting his invest- 
ments. 

There is nothing new in this 
yardstick of earnings and divi- 
dends. Ever since time immemo- 
rial, stock markets have attempted 
to price securities on the basis of actual and potential 
earnings and dividends. What is new — or at least it 
has become new in the post-war period—is the greater 
importance now attached to earnings than to divi- 
dend; and this is being translated into a new set of 
values which the market has been establishing in the 
past ten years. The reason for this is that the market 
places greater emphasis on the potentials in the 
growth of earning power. 

The value which the stock market places on earn- 
ings is expressed in terms of the ratio between market 
price and earnings. Thus, if a stock earns $10 a share 
and it sells at $100 a share in the market, the ratio 
is 10 x earnings. Another stock may also earn $10 a 
share but with a price of $50 a share. The ratio in 
that case would 5 x earnings. Still another stock may 
also earn $10 a share but with a price of $200 a share. 
Its ratio would be 20 x earnings. The basis for the 
difference in these ratios between different stocks in 
different industries is the key to modern stock market 
valuation. How to apply this yardstick is, therefore, 
an imperative in investing in stocks. 

In former years, especially in the 1920’s, a ratio of 
10 x earnings was commonly considered a fair stand- 
ard of market value for individual stocks. If stocks 
sold at 10 x earnings, they were supposed to be selling 
at approximately the “right” price; any marked de- 
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viation would be the cause of uncertainty. If stocks 
sold well above 10 x earnings, they might be “too 
high;” if they sold well under 10 x earnings they 
might be “bargains.” This was the theory under 
which many market professionals then operated. Its 
usefulness has long been exploded. 

Today, there is no general norm of valuation for 
individual stocks such as 10 x earnings; each stock 
has its own separate norm which is linked, as we 
shall show, to members of its own group. In other 
words, the market tends to place a higher or lower 
standard of valuation, according to the group or sub- 
division of the group, to which the individual stock 
belongs. There are exceptions, of course, but when 
these exceptions occur, special note must be taken of 
the circumstances and an inquiry is justified as to 
why the particular stock has departed from the ac- 
cepted norm. This might be an encouraging sign or a 
discouraging one, according to the particular develop- 





ments in the company. In any case, it would be jp, : 
portant for the investor to consider. j 






Price X Earnings 


Before we discuss the current standards of markef 
valuation for specific groups and representatiy§ 
stocks in these groups, it would be useful to undef 
stand precisely what is meant by the ratio “price yf} 
earnings.” By this is meant simply that it costs fF 
specific number of dollars to buy a dollar of earning 
power. If you have to pay $50 a share for a stock 
which earnings are $4 a year, it will cost you thf 
equivalent of $12.50 a share to buy each dollar off 
earnings. But that is based on what the stock has bee 
earning. Suppose next year the stock earns $5 a share 
Your actual cost will have been only $10 per dolla 
of earnings. On the other hand, suppose the earning 
drop to $3 a share. Your cost then will be almost $1 
per dollar of earnings. What you are buying is ear. 
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Market Value of Earnings in Leading Groups 

Prospects 

For Market 
1953 Price- 1954 Price- % Change _— Appreciation 

Net Market Earnings Net Per Market Earnings % Change In Price- In 1955 
Per Price Ratio Share Price Ratio In Net Earnings (In Order of 

Share 12/31/53 12/31/53 (Est.) 12/31/54 12/31/54 Per Share Ratio Selection) 

AIRCRAFT MANUFACTURING: 

Boeing Airplane * ecoicticiasia® $ 6.26 23% 3.7 $11.75 73% 6.3 +87% +70% 5th 
Douglas Aircraft aa ; 7.73 41% 5.3 14.701 130 8.8 90 66 4th 
Lockheed Aircraft .................... $79 27'2 4.7 8.50 51% 6.0 46 a7 Ist | 
North American Aviation 3.72 21% 5.6 6.461 51% 8.0 73 43 2nd | 
United Aircraft 6.23 46% 7.4 7.65 78142 10.2 22 382 3rd | 
Avg. 5.34 Avg. 7.86 Avg. +47% | 

BUILDING: 

American Radiator & S.S. 1.83 13% 7.4 2.30 2412 10.6 25 43 4th 

Johns-Manville 6.20 6558 10.6 5.24} 88 15.3 153 44 5th 

National Gypsum soxponbbeaboul 2.71 21 7.7 4.50 48% 10.8 66 40 3rd 

Pittsburgh Plate Glass peanuts 4.07 54 13.2 4.15 6758 16.3 2 23 2nd | 

U. S. Gypsum 11.88 118 10.0 19.25 229 11.8 62 18 Ist 
Avg. 9.78 Avg. 12.96 Avg. +32% 

CHEMICALS: | 
Allied Chemical 0000.0...c.c.ccscen 5.10 73% 14.3 4.80! 10258 21.3 53 48 5th | 
American Cyanamid .......... Sipladaxes 3.15 47% 15.1 3.00 54% 18.2 43 20 Ist | 
Dow Chemical ade ch ease Gsverenapaatedss 1.58 38% 24.1 1.421 47 33.1 103 37 3rd 
Monsanto Sexkavivasstaxien ue neeers 4.90 82% 16.7 4.391 104 23.6 103 41 4th 
Union Carbide & Carbon.................... 3.55 74% 20.9 3.00 861% 28.7 153 37 2nd 

Avg. 18.22 Avg. 24.98 Avg. +37% 

ELECTRICAL EQUIPMENT: 

Cutler Hammer a ee ee 5.69 40'2 a 6.00 61% 10.2 5 43 2nd 

General Electric scsuabes 1.92 29% 15.1 2.25 46% 20.7 17 37 4th 

McGraw Electric sasenvondaue orcas 3.45 34% 9.9 5.50 55 10.0 59 1 Ist 

NNN scx ap sunconesikcagantessvsesbuvarse 3.01 26% 8.9 3.00 452 15.1 69 5th 

Westinghouse Electric ssn stisen caus 4.53 50% 11.2 5.40 802 14.9 19 33 3rd 
Avg. 10.44 Avg. 14.18 Avg. +35% 

FOOD: 

General Foods 4.66 59% 12.9 5.30 76\ 14.3 13.7 10.8 Ist 
National Biscuit 2.61 36% 13.8 2.851 4334 15.3 9.2 10.8 2nd 
National Dairy 2.32 325% 14.0 275 385% 14.0 18.5 3rd 
Standard Brands 2.90 28% 9.7 3.15 39% 12.3 8.6 26.7 4th 
Swift & Co...... isvaphiclseiheaeeep 5.72 43% 7.5 3.22 47'2 14.7 43.63 96.0 5th 
Avg. 11.58 Avg. 14.12 Avg. +21% 
1—Actual. 2—Does not include Chance-Vought spin-off. 3—Decrease. 
one arene 
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ing power, recent, current and future. 

We now see that the ratio is by no means static and 
» that it can shift radicaily. This necessarily injects an 
» element of uncertainty. However, we have definite 


things to go by which are measurable, that is to say, 
recent earnings, and to a more or less definable ex- 
tent, current earnings. Future earnings, however, 
especially those over a fairly long period—a year or 


more—are much more conjectural. 


In the accompanying table, we see how the earn- 
_ ings of individual companies in certain major groups 
' are specifically valued according to the price times 
earnings ratio. These have been figured out for the 
convenience of the reader for the year-end of 1953 
and 1954. While there are exceptions in each group, 
it will be seen that the groups follow a rather general 
norm of valuation. Thus, earnings of chemical stocks 
at an average of 24.98 x earnings are valued much 
higher than earnings of aircraft companies at an 


to be in a class by itself. 


average of 7.86 x earnings; food company earnings at 
14.12 x earnings are given a higher market valuation 
than building stocks at 12.96 x earnings; steel com- 
pany stocks at 10.98 x earnings are valued somewhat 
lower than those of the electrical companies, at 14.18 
x earnings. The reader may find it interesting to make 
his own comparison of the other groups. For his con- 
venience, average earnings valuations for each group 
are shown in the table. 

Within each group, certain stocks stand out as 
departing from the general norm. Thus, in the build- 
ing group, Pittsburgh Plate Glass at 16.3 x earnings 
receives a much higher market valuation than most 
of the others. In the electrical group, General Electric 
with 20.7 x earnings, stands out. Among the chemi- 
cals, Dow with the surprisingly high ratio of 33.1 x 
earnings, receives a superior market valuation. In 
the paper group, Scott Paper at 27.8 x earnings seems 
(Please turn to page 661) 
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MACHINERY & MACHINE TOOLS: 
Babcock & Wilcox 
Bullard Co. 
Cincinnati Milling Machine 
Ex-Cell-O Corp. 
Ingersoll Rand 


MERCHANDISING: 


Allied Stores 
Federated Dept. Stores 
Montgomery Ward 
Penney (J. C.) Co. 
Sears, Roebuck & Co. 


PAPER: 
Champion Paper & Fibre 
International Paper 
Lily-Tulip Cup 
Scott Paper 
West Va. Pulp & Paper 


PETROLEUM: 
Atlantic Refining 
Gu'f Oil 
Phillips Petroleum 
Shell Oil 
Socony-Vacuum 
Standard Oil N. J. 
Texas Co. 











STEELS: 
Armco Steel . 
Beth'ehem Steel .......... 
Inland 
National 
Republic 
U. S. Steel 


Market Value 


1953 
Net 
Per 

Share 


$ 7.75 
6.59 
12.77 
7.06 
3.56 


4.92 
3.74 
6.12 
4.67 
4.87 


4.13 
6.44 
4.57 
1.80 
2.77 


5.41 
7.13 
5.25 
4.20 
5.35 
9.13 
7.01 


6.50 
13.30 
6.90 
6.68 
9.25 
7.54 









































1_ Actual. 








of Earnings in Leading Groups (Continued ) 
Prospects 
For Market 
Price- 1954 Price- % Change _— Appreciation 
Market Earnings Net Per Market Earnings % Change In Price- In 1955 
Price Ratio Share Price Ratio In Net Earnings (In Order of 
12/31/53 12/31/53 (Est.) 12/31/54 12/31/54 Per Share Ratio Selection) 
435% 5.6 $ 9.50 73 7.6 +22% +35% 2nd 
2658 4.0 7.50 4134 5.5 13 37 3rd 
5012 3.9 11.25 66%4 6.0 12° 53 4th 
49M 7.0 10.75 79 7.3 52 4 Ist 
32 9.0 3.70 54 14.5 4 61 5th 
Avg. 5.90 Avg. 8.14 Avg. +33% 
37% 7.6 5.15 53% 10.3 3 35 3rd 
39 10.4 4.75 56 11.7 27 12 2nd 
56 9.1 5.16 7958 15.4 18° 69 5th 
7412 15.9 5.05 861% 17.0 8 7 Ist 
62 12.7 5.10 77% 15.0 J 18 3rd 
Avg. 11.14 Avg. 13.88 Avg. +24% 
3342 8.1 4.50 54 12.0 9 48 3rd 
56% 8.7 6.00 8834 14.7 6° 70 4th 
51 11.1 6.25 98% 5.7 36 41 Ist 
35 19.4 2.20 6138 27.8 22 43 2nd 
24 8.6 2.571 40% 15.6 7° 81 5th 
Avg. 11.18 Avg. 17.16 Avg. +71% 
28 5.1 4.40 39% 89 18° 74 7th 
46% 6.4 6.75 66 97 5 Sl 4th 
532 10.2 5.20 75 14.4 12 41 2nd 
3812 9.2 4.40 61% 14.0 4 52 5th 
3512 6.6 5.00 54% 10.8 6 63 6th 
72 7.8 9.50 1105% 11.6 4 48 3rd 
5758 8.2 7.50 86 11.4 7 38 Ist 
Avg. 7.64 Avg. 10.11 Avg. +32% 
327% 5.0 7.831 72 9.2 20 84 2nd 
50 3.7 13.181 108% 8.2 12 121 4th 
407% 59 7.921 75% 9.4 14 58 Ist 
4638 69 4.121 652 15.8 382 129 6th 
4834 5.2 7.101 847% 11.9 232 128 5th 
39% 5.2 6.451 7358 11.4 142 119 3rd 
Avg. 5.37 Avg. 10.98 Avg. +106% 
*—Decrease. 
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By 


SEN. BRICKER’S amendment to give congress a larger 
treaty-making (or vetoing) power runs into sub- 
stantial opposition on the natural disinclination of 
Americans to change their basic law. They have 
amended the Constitution in only 21 particulars 





WASHINGTON SEES: 


Business and industry had better start bracing 
themselves for the blow that is generating in the 
region of the Senate Commerce Committee and 
will manifest itself in a series of probes calculated 
to prove that federal regulatory agencies have 
become the tools of big business. 

Senator Warren Magnuson, Washington demo- 
crat, who took over the committee chairmanship 
this year, has a $200,000 program which is in- 
tended to do nothing more than mark out the 
areas of exploration. What is to follow conjures up 
memories of the Truman Committee and its juicy 
squeezings of political campaign material. 

Magnuson has selected an expansive target: 
Federal 
Power Commission, Maritime Commission, Inter- 


Communications Commission, Federal 
state Commerce Commission, Federal Trade Com- 
mission, and Civil Aeronautics Board. They’re to 
be damned if they do, damned if they don’t; the 


Washington Senator has only outlined his grounds 





for pointing the finger of suspicion but he has 
indicated that complaints are about equally 
divided—half directed against actions which have 
been taken, half against dilatory tactics, delayed 
decisions, procedural holdups. 

Most of the target-commissions have broad dis- 
cretionary powers and operate in fields loaded 
with adversary interests who have come to regard 
Congress as a receptive appellate court. 
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BRICKER AMENDMENT REVIVED 


“VERITAS” 








since the beginning; 10 of those came in a fell SWoop 
immediately after the document was written. But 
congressmen don’t share that reluctance. More than 
75 bills have been introduced in the past five years 
urging that amendments be written, sent to the 
states for ratification. None passed. 


OREGON ’S new senator, Richard L. Neuberger seems 
likely to out-talk his senior colleague, Wayne Morse, 
in the current session of congress. Morse has joined 
the democrats in all but name—and will do that be- 
fore long, it’s rumored. So Neuberger, without his 
own party as a target must pick a more substantial 
cbjective and he’s done so already: he has engaged 
fellow Oregonian Douglas McKay (Secy. of Interior) 
in a running fight on an issue Neuberger’s good at: 
public vs. private power. Normally a first-term Sen- 
ator can be ignored. But McKay has found Nev- 
berger can’t. 


EMBARRASSED Administration fiscal men have faced 
up to the charge of “sending good money after bad” 
by asking for a $125,000 deficiency appropriation to 
enable FHA to review “certain multifamily hous- 
ing,” and “to prevent the dissipation of assets.” The 
amount is necessary, confessed the Budget Bureau, 
“to recover any illegal windfall profits.” But far 
from going out of business because of recent scan- 
dals, FHA is moving so rapidly that $5.3 million has 
been asked from congress to “permit the processing 
of the increased volume of mortgage insurance appli- 
cations.” 


CPINIONS differ even among the experts as to what 
the farm economic outlook is; whether it’s good or 
bad. The Joint Congressional Committee on the 
Presidents’ Economic Report heard from John H. 
Davis, a former Assistant Agriculture Secretary that 
supply-demand is ’way off; that markets here and 
abroad are under-developed; that there’s too many 
substandard farm units. USDA Assistant Secretary 
Don Paarlberg says that prices are turning up, crops 
excellent, that 25 per cent in farm income is offset 
by 20 per cent decline in farm production. 
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A sweeping reorganization of the House Appro- 
priations Committee by Chairman Clarence Cannon, 
Missouri democrat, is regarded as designed to improve the 
prospects for public power projects funds in the current 
sesSion of congress. Cannon's reshuffle has placed all 
public power projects under a new subcommittee on Public 
Works. Democrats appointed to the new group are almost 


to a man backers of "low-cost, public-owned power devel- 





























re} To opments." Under the old-line makeup, there were “antis" 
in both political parties, sufficient in number for 
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Shelving purposes. 


Press Pro-utility forces in both political camps 
were caught by surprise by Cannon's coup. They have 
protested, to no avail; threaten to kick over the traces 
but will come up against the disadvantage always faced 
in bucking a subcommittee-approved bill. A rundown of 
the names of democrats on the committee suggests the 
problem private ownership will face: Cannon, Chairman; Kirwin (0.), Rabaut (Mich.), 
Fogarty (R.I.), Marshall (Minn.), Riley (S. Car.), Evins (Tenn.), Boland (Mass.). 











When Gen. Matthew B. Ridgway walked off the Eisenhower reservation with a 
Challenge to the White House program for cutting military manpower, tongues wagged: 
Was Ridgway to walk the plank? Was this the proof that unification is an excellent 
theory, not possible of application? The Army Chief of Staff was more widely quoted on 
his charge that Eisenhower's plan to cut the walking army imperils security, than he 
was on his outright attack on the Formosa message. He hadn't been consulted on 
either, thinks he should have been, was willing to pass over the personnel matter with 
anote of disapproval, but was emphatically displeased about Formosa. 

















Answers to the questions posed by Ridgway's dissents were not long delayed. 
The military head of the Department of Army is eligible for retirement next month. He 
holds the second highest uniformed charge (second only to Chairman of JCS), it would 
be easy to let him out a few weeks hence. But Eisenhower is no Truman: there will be 
no new "MacArthur Incident," no drumming a soldier off the parade ground for exercis- 
ing a commander's prerogative. Ridgway, it was made clear through Pentagon channels, 
will be retained in his present status at least until his tour of duty ends. As to 
the second question, the efficacy of unification, there was more doubt: there has been 
bickering almost from the start among the three chiefs -- army, navy, air force -- but 
their quarrel has served to keep the best interests of each branch alive. Each has 
been pitching for his team. 


























Admiral Radford, Ike's appointee as JCS chairman, has served as an offset to 
any notion that the army might be favored under its former chief of staff, Eisenhower; 
Ridgway fights, as in this instance, for army Superiority; both Radford and Ridgway 
eye with suspicion the upstart Air Force, whose General Twining doesn't worry. He has 
congress on his side. With alert advocates ready to meet challenges, the President 
obviously feels he can indulge some differences of opinion, even bordering criticism. 
That being so, Ridgway is not in danger. But he'll be squelched by congress: the law- 


makers have approved Ike's stand on Formosa, will cut manpower. 




















Watching with interest while the United States proceeds to settle its prob- 
lems in the accepted American manner, are the governments of the nine autonomous com- 
monwealths within the British Empire. Their Prime Ministers are meeting currently in 
London with United States defense measures at home and abroad as a major speculation. 
It all leads to the forthcoming debates in Parliament, due to get under way before 
month's end. For generations the British line of defense was a fence of ships of all 
character. Now, she is abandoning the "Queen of the Seas" role in favor of the modern, 



















































hard-hitting nuclear weapons, the swift retaliation, the elements of push-button 
warfare. 








When Parliament met last, the government was under severe attack from the 
Labour Party. The charge was made that current plans for defense and for retaliation 
are based on antiquated notions of warfare. But, said the laborites, the costs are iy 
keeping with the most modern military notions. Answer will be that there's been a 

Switch, modeled along the lines of the United States planning: dependence on ships is 
lessened, planes and atomic weapons are in use or in manufacture. The delays will be 
traced to the problems of changeover. But the overall yardstick for measurement will 
be what the United States is doing. Concededly, Severe strains in the Pentagon will 
show up in Britain's planning and spending. And it's possible that the reverse could 


be egvally true. 
































gas rate regulation. Both participants are strengthening their forces. Neither seen; 
to be lacking funds. Pipeline companies buy the gas from producing companies, sell it 
to distributing outfits. They deal with the ultimate consumer, but it's the pipeline 
price level that controls. It would be supposed that the oil companies would go along 
with price control in order to put the gas competitor at a disadvantage. But they go 
on a different thought tack: control of gas prices will lead to similar regulation 
for oil sales. 














On another oil front, the Administration's statement that the sale of offshore 
oil leases and royalties will yield $6 billion in the next few years has provided a 
jump-off point for a new drive to enact legislation applying these revenues to solution 
of school problems. The principle was rejected at the time of the tidelands oil debates 
and Supreme Court litigation. The facts on revenue were within the knowledge of 
President Eisenhower as the comments on aid to education were being put into form for 
congressional messages, presumably; failure to mention them in connection with schools 
may be taken to mean the White House isn't sold on the idea yet. 


























Here is an illustration of the importance of a numorical majority in congress, 
however thin it might be. The oil-for-schools proposition is largely a democratic 
possession although they do not hold it exclusively. When they had one less party man 
in the upper house of congress they weren't able to get the legislation onto the track. 
Now with a "clear majority" of one vote they can, and will, grease the ways. Senator 
Lister Hill, Alabama democrat, is chairman of the committee on labor and education . He 
has told his group he wants early hearings and speedy action on this measure and as 
committee boss under the democrat setup, he'll get it. Hill doesn't intend to brook 
delays, excused on the ground that the President had a message on education coming later. 
That, says the Senator, will be helpful in long-range planning, but the problem is 
immediate, Solution cannot wait. (Note: Ike's school message delivered, meeting much 
opposition. ) 
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republicans. In the home stretch of his four-year term, the President hasn't delivered 
patronage to the satisfaction of the professionals within his ranks; on the other hand, 
their constant effort to open more jobs to the GOP has given the democrats ammunition 
for a campaign charging republican effort to break down the Civil Service system. 




















His party workers are sending, through channels, the warning that the 1956 
campaign will be more difficult to wage if there aren't more signs of "appreciation" 
for what was done in 1952. The Republican National Committee has 3,000 job applications 
which have been cleared: deserving candidates whose right to recognition is considered 
to have been earned by them, or earned by their sponsors. Only a minute fraction of the 
number of openings arising in the past two years have been filled by selection from the 
committee file. On the other hand job-hungry party straw bosses have set up a clamor 
that reflects on their Civil Service viewpoint. 
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i upheaval in Guatemala last summer seems 
to have set off a chain reaction which threatens to 
involve the whole Central American area. In the 
past, a coup or a revolution in any one of the six Cen- 
tral American Republics would have been shrugged 
off as a dramatic but fairly usual way for the easy- 
going “Banana Republics,” as some of these coun- 
tries were popularly known, to change their govern- 
ment. But the Guatemalan affair and the extent of 
communist infiltration in this Western Hemisphere 
country revealed that in a Central American revolu- 
tion these days there may be more involved than 
mere dramatics. Astride the Panama Canal and con- 
trolling the land approach to it, the strategic position 
of these Republics is of utmost importance for the 
defense of the whole Western Hemisphere. It is no 
wonder that aggressive communism has paid special 
attention to this area, particularly since the social 
and political instability of the Republics has made 
its work easier. 

_ While the communists are unquestionably active 
in the underground, it would be a mistake to ascribe 
to communism all the political ferment and tension 
in Central America. As will be seen, the situation is 
not clear cut in Central America. Some of the coun- 
tries are run by old-fashioned although enlightened, 
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The Central American Upheaval 


By V. L. HOROTH 


dictators, as family estates. There is unemployment 
and grumbling among the younger generation at the 
slow. progress made in the development of the natu- 
ral resources of these countries. In Central America 
there are not only communists, but also many ad- 
mirers of peronism. Argentina and, for that matter, 
Mexico, have not given up hope of bringing the whole 
area under their political influence. 


Political Ferment Everywhere 


For example, the assassination of President Jose 
Antonio Remon of Panama on January 2, presum- 
ably engineered by his own Vice President, may have 
been a purely personal affair. In his capacity as the 
former chief of police, Colonel Remon, had made and 
unmade Panama’s presidents for nearly a genera- 
tion, and consequently must have had many personal 
enemies. His government was friendly to this coun- 
try and had successfully renegotiated the agree- 
ments with the United States over the rent for the 
Canal territory. The Treaty also contained a pro- 
vision depriving several thousand Canal workers of 
commissary privileges in U. S. maintained stores. 
Panamanian merchants have always resented this 
commissary privilege, regarding it as unfair com- 
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Companies Operating in Central America 





American & Foreign Power (subsidiaries) 

{ Panama Power & Lt. Co. \ 
National Power & Lt. of Costa Rica 

Braniff Airlines 

Celanese Corp. (Panama) 

Chase National Bank 

Columbia Pictures (Panama) 

Container Corp. (Panama) 

Esso Standard Oil 
| General Milk Co. (Nestle, 


Metro-Goldwyn-Mayer 
National City Bank 

Pan American World Airways 
Parke, Davis & Co. (Panama) 
Patino Mines (Panama) 
Pfizer (Chas.) & Co. (Panama) 
Reynolds Metals (Panama) 


Borden) Sterling Drug Co. 
—- Tire & Rubber (Costa Texas Company 
ica 


Twentieth Century-Fox 


Union Oil Co. of Calif. (Costa 
Rica) 
United Fruit Co. 


International Railways of Cen- 
tral America 
Mathi Ch 


(Panama) 


ical Corp. 

















asennad 


petition. On the other hand, for many low paid 
workers commissary privilege meant the difference 
between relatively comfortable living and marginal 
existence. Hence there was ground for dissatisfac- 
tion which may have been exploited by a foreign 
power to unseat a president friendly to the United 
States. 

The hostility between President Figueres of Costa 
Rica and President Somoza of Nicaragua seems to 
be based on the more or less justified belief that each 
of them is supporting exiles planning to overthrow 
each others’ governments. President Somoza was 
apparently quicker on the trigger and outfitted the 
dissatisfied Costa Rican exiles more effectively than 
President Figueres could the Nicaraguan revolu- 
tionaries, President Figueres, ao be sure, is left-of- 
center, but no pro-communist, as General Somoza 
accuses him of being. He has been bitterly opposed 
by large landowners because of his socialist and 
welfare policies that have greatly added to tax bur- 
dens and currency instability. The communists, who 
are found chiefly among the banana workers, have 
thrown in their lot with the extreme right wing and 
the exiles. 

In Nicaragua, General Anastazio Somoza has been 
virtually a law unto himself for almost two decades. 
He has given the country as efficient and stable gov- 
ernment as it has ever had, with the result that 
Nicaragua is today one of the most prosperous Cen- 
tral American countries. The country’s credit is good 
and foreign capital is welcomed. Extensive highway 
building is being carried out, and much has been 
done toward stamping out illiteracy. Communism is 
not tolerated. Nicaragua is becoming another Do- 
minican Republic. But, enlightened or not, there are 
elements of uncertainty in any dictatorship. 


Political Storms in Honduras and El Salvador 


In El Salvador, President Colonel Oscar Osorio is 
to hold office until September 1956. Politically the 
country is quiet, but there may be some trouble stir- 
ring if coffee prices go lower. No unions are allowed 
among the agricultural workers, who used to be the 
most receptive to communist propaganda because of 
their low standard of living. The presidential elec- 
tions will apparently be fought around the issue of 
whether the country is to be ruled by a civilian or 
whether a clique of army colonels is to continue to 
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dictate the country’s economic policies. There is 
split among the military, with cliques of majors ani 





lesser officers trying to get nearer to the politic, “supp 


pork barrel. 

Honduras, the Republic which most nearly quaj. 
fies as a “banana republic” is living in a sort of pol, 
tical vacuum. In the elections held last Fall, the Li}. 
eral Candidate, Villeda, won a plurality but not; 
legal majority. Nationalists, who put up as the 
candidate the former dictator, Carias, absente 
themselves from Congress, which was to have th 
final word as to the President. That meant that ther 
was no legal quorum to elect the President. Meap. 
while the President in power, Galvez, resigned. The 
country is now ruled without the benefit of Congrey 
by acting President Lozano, who is supposed to cali 
the Constitutional Assembly at the first opportunity 
Communists have been until now effectively con. 
trolled, and, as in Salvador, it is hoped that thei 
agitation will be countered by housing and social 
betterment programs in general. 

In Guatemala the danger to the existing Goverp. 
ment of Colonel Castillo Armas seems to be fron 
cliques of military men rather than from the leftists 
elements. There has been a strong agitation for the 
President to scrap labor legislation and to curtail 
workers’ rights. However, the unions have ‘stayed, 
though their power has been drastically restricted 
A new agrarian reform law is to be drafted by May 
1; the agrarian reform and the advancement of the 
illiterate Indian peasantry were the chief agitation 
point of the communists in the past. 


The United Fruit Company — 
The “Villain’’ Becomes a Partner 


As might have been expected, the largest Ameri- 
can enterprise in the area, the United Fruit Com- 
pany, has been charged by the communist and leftist 
press as the principal “villain” responsible for Cen- 
tral America’s troubles. The Company has been ac- 
cused of monopolistic practices and of being opposed 
to land reform and social progress. Nothing is fur- 
ther from the truth. The company has been paying 
the highest wages in the countries where it is oper- 
ating; it has financed schools, and it has been instru- 
mental in introducing many other plantation crops, 
such as sisal, African oil palm, and cocoa, which pro- 
vide employment when banana crops fail. In view of 
the perishability of bananas, tropical hurricanes and 
tropical diseases, such as shigatoga which devas- 
tated thousands of square miles of plantings, the 
Company has been engaged in one of the riskiest 
businesses in the world. Moreover, the raising of 
bananas requires huge investments in feeder rail- 
ways, port facilities, and special ships which none 
of the Central American Republics could finance. In 
view of the risky character of its business. the Com- 
pany rightly resented being milked in much the same 
bos as the American copper companies have been in 

ile. 

The truth is that the Company created economic 
wealth and employment where none existed before. 
Moreover, early last year the Company embarked on 
a policy which makes the local governments its part- 
ners. A beginning was made in Costa Rica where the 
Company agreed to pay to the Government—after 
paying all local taxes—some 30 per cent of its net 
operating profits in that Republic and also to wave 
exemption from import duties on the equipment and 
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Dependence on Foreign Capital 
























































‘with Panama and Guatemala. 
arly qual ; The disadvantage of the small size of Central 
rt of pol Basic Weakness — American economies is even better illustrated when 
1, the Lit The Narrowness of Internal Markets it comes to investment. Last November, the inter- 
but not ; American Economic Conference in Rio ventured an 
) as theif The charge that the United Fruit Company is de- opinion that individual Latin American countries 
absenteif liberately “monopolistic” is ridiculous. In Central must invest at least 20 per cent of their gross na- 
have th America any larger enterprise, whether local or for- tional product if they are to maintain a vigorous 
that then eign, cannot help becoming monopolistic, simply be- growth commensurate with the 3 per cent annual 
nt. Mean§ cause the internal market is not large enough to increase of their population. On this basis, a coun- 
ened. Th support two or three larger enterprises. Except for try like Honduras would need to invest from $35 to 
Congreyf a few textile mills and packing plants, there are no $40 million in the expansion of its economy. This is 
ed to calf large-scale manufacturing enterprises in Central 4a sSmall amount these days to distribute among indus- 
sortunity | America, most of the processing of local foods and_ try, agriculture, public utilities and transportation. 
vely con} raw materials, tobacco, glass and building materials Actually, Honduras invests nowhere near the 
hat theif being done in small family enterprises, which, of above amount annually in the expansion of its econ- 
nd_ soci f course, are competitive, but also heavily protected omy. It could not even finance the building of its own 
from foreign competition. share of the Pan-American Highway. The road con- 
- Govern. In this day and age when the tendency is for com- necting the capital with the Pan-American Highway 
be fron} panies to combine into larger economic units, the _ is still not properly finished. In Honduras, as in other 
e leftist: | basic weakness standing in the way of economic ex- Central American Republics, the only hope is there- 
n for the} pansion in almost any Central American country is fore that foreign capital will be forthcoming. But 
© curtail} the narrowness of the local market. The lack of private capital has been hesitant and almost entirely 
> stayed, | transportation among individual areas of the same confined to commercial enterprises, distribution, and 
stricted | country makes the situation worse. With per capita public utilities. The principal source is therefore in- 
| by May | national income less than one-tenth that in the  stitutional capital: the Export-Import Bank and the 
nt of the United States, the 10 million Central Americans World Bank. 
gitation § have a total purchasing power smaller than the city One of the largest developments in Central Amer- 
of Cleveland. But the reader must remember that ica, the Lempa River Dam and hydro-electric plant 
the area of Central America is chopped up into six is being financed by the World Bank. Another coun- 
independent economic units—each with its own cur- try, Honduras, is hoping to get a big loan ftom the 
rency, economic policies, and tariff barriers. Yet the World Bank to carry-out a five-year highway and 
purchasing power of any one of these economic hydro-electric development on the Rio Linda that is 
Ameri. f units—perhaps Panama excepted—is not much larger to cost some $150 million. Both the Export-Import 
it Com. f than that of the city of Paterson, New Jersey. Bank and the World Bank (Please turn to page 666) 
d leftist 
or Cer- 
EEN ac 
_—_ Central America: Principal Economic Indicators 
is fur. iain mer — 
: paying ————(urrency——— 
1S oper- Area Per No. of Gold & Dollar Cost of Official Tourist 
instru- 000 Sq. Population? Capita Cars” Reserves Od _—Living Rate Rate 
1 crops, elas, Miles (mil.) Income (000) = (mil. $) (‘48 = 100) (in cents) 
ch pro- Guatemala . 42.0 3.1 $1862 16.8 $36.8 131 100.0 100.0 quetzal 
view of Honduras ..... 43.2 1.6 1623 4.0 26.7 139 50.0 50.0 lempira 
1es and El Salvador .... kp te Se ay CEPT Te 8.3 2.1 2.0° 11.1 38.9 152 40.0 40.0 colon 
devas- MEINE 00 coop rnak cnet isseienitincees ON 1.2 180° 5.0 17.0 164 20.0 14.1 cordoba 
Costa Rica ..... Sei ant teed 9 1605 8.8 18.5 131 17.8 15.0 colon 
gs, the EEE REE RS 9 3563 14.6 75.18 942 100.0 100.0 balboa 
‘iskiest aneemes ao caiead aad 
ing of I a sistent Rahaivens 198.9 9.8 $2105 60.3 
r rail- o neineneemete 
n none 
ae 7 FOREIGN TRADE 
> Com- Overall Foreign Trade Trade with U. S. 
e Same Exports Imports Exports Imports 
een in (000,000 $) (000,000 $) 
1953 1953 -- Chief Export Products in 1953 
nomic SAE TE CL ATT TATRA TRESS 88.9 79.5 70.2 53.2 coffee (77%), bananas (14%) 
vefore. OES EI Sa sane Mea Ne meen den ee Ronan AT eee 67.1 53.9 58.3 38.8 bananas (61%), coffee 
red on A EN Rate eee PT Ore Peta ORs 88.8 70.7 73.7 44.5 coffee (86%) 
| part- WAM IRPIN ISON 8 occu 5 <tc svcangs. cans scacsa izvetan cag easasesvecectesurs 45.7 43.6 21.0 29.2 coffee (47%), cotton (18%), sesame (6%) 
the CE I ae ee a ere Ae ER oe eT Bs A 80.1 73.7 60.0 46.4 bananas (45%), coffee (42%), cocoa (5%) 
ata POs Ae See nde trie RICA ery oy ek cost De Re Rn em en Ara 17.8 71.0 16.5 46.8 bananas (55%), abaca (7%), cocoa (8%) 
S net Rela re ret nears Sno 388.4 392.4 299.7 258.9 
gee: 1 31952 SE ed 
¢ —1954 o— ‘ °—Estimated. 
t and apes 4—End of 1954. 6—Dollar balances in U. S. 
REET en ——— 
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—And First Quarter 
Trends 


Part II By WARD GATES 


hd: he most important feature of company 
reports for 1954 is that the great majority reflect the 
impact of the sharp gain in sales which took place 
almost uniformly throughout industry in the final 
quarter of the year. In many cases, the resulting gain 
in earnings in this period was sufficient to have com- 
pensated for an indifferent record for the entire 
nine months preceding. 

It is obvious, from a reading of the reports, that 
as long-as sales were declining in the first nine 
months of 1954, the only thing that prevented a really 
sharp drop in earnings in this period was lower in- 
come taxes, plus whatever savings the companies 
could effect through operating economies. However, 
while earnings showed up better, under these condi- 
tions, than could otherwise have been expected, this 
was not a true indication of the underlying compara- 
tively unfavorable operating position of many com- 
panies. What was really needed was a sharp gain in 
sales. When this occurred in the final period of the 
year, the entire picture changed and the rise in 
earnings reflected the change immediately. This im- 
provement in the earnings situation, of course, was 
augmented by the effect of lower taxes. In fact, it 
may be said that the real benefits of lower income 
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taxes, especially from the lapse of the excess profits 
tax, did not make their full appearance until sales 
became high enough to definitely stimulate earnings, 
as occurred in the fourth quarter. Aircraft com- 
panies, on the other hand, were prime beneficiaries 
right along. 

A glance at some of the fourth quarter earnings 
shown in the accompanying table indicates the force 
of the upward earnings trend which commenced to 
manifest itself in that period. This is particularly 
well illustrated by the major steel company reports 
which show gains in earnings over the third quarter, 
ranging from 35% to 100%. The increase in steel 
operations of from somewhat under 70% in the third 
quarter to an approximate average of nearly 80% 
of capacity in the fourth quarter was a highly stimv- 
lating factor in earnings. It is important to notice 
that even a comparatively moderate gain in produc 
tion, as in this instance, was sufficient to have pro- 
duced amazing gains in earnings, especially since, 
through lower taxes, the companies could retain a 
larger share of earnings than in the preceding year. 

While fourth quarter gains in earnings for com- 
panies in other industries, with the exception of the 
aircraft companies, did not reach the dimensions of 
leaders in the steel industry, they were nevertheless 
quite substantial, in most cases. In some instances, 
the extent of gains in earnings was concealed owing 
to higher charges for accelerated amortization. 

Certain industries which had been in a downtrend 
in 1953 and 1954 failed to show much recuperative 
power in earnings but as the year ended there were 
signs that in these industries, too, new life was com- 
mencing to stir. One can only go by surface mani- 
festations of improvement in these industries as 
changes have been too recent to show up in earnings 
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statements. However, there is reason to believe, for 
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Fexample, that the textiles are entering a more prom- 
ising period. The same probably can be said of the 
Sapparel distributors and manufacturers. The farm 
7 machinery industry also looks to moderately better 
times but this is more likely to become apparent in 
IP) the Spring. 

| Companies making the largest gains in earnings 
f are in the following industries: steel, automobile, 
lf aircraft, cement, office equipment. Companies mak- 









ing more moderate gains are in the following indus- 











lion to $3.2 billion, the loss was almost completely 
absorbed through the following three factors: (1) 
smaller wages with a saving of $183 million, lower 
costs for products and services bought with a saving 
of $284 million, and lower federal income taxes, 
with a saving of $133 million. Accordingly, net profit 
held up very well, considering the lower rate of 
operations, averaging about 73.2% for the year. 
Profits were $185 million compared with $222 mil- 
lion the year previous, or $6.45 a share on the 


















































tries: oil-chemical, building, drugs and soap, glass, common compared with $7.54 a share. Of more im- 
~f paper and electrical equipment. Those whose reports mediate interest is the sharp increase which took 
have been more or less negative are in the following place in the fourth quarter earnings which amounted 
industries: textiles, beverage, railroad equipment to $1.90 a share, compared with $1.45 a share in the 
ouars* /F and some of the auto parts manufacturers. Among third quarter. This was due to the sharp pick-up in 
the non-manufacturing industries, merchandising is mill operations, averaging about 80% as the year 
da showing distinct signs of improvement; railroads in drew to a close. While automotive demand is the 
their December reports showed the effects of arising most important single factor in higher operations, 
p traffic and earnings trend; utilities are making more the rise in genera] demand has also contributed to 
ys ° IE modest gains. the larger output. Construction, oil country goods 
Illustrating the current trend of earnings among’ and appliance manufacturers are all increasing their 
1*° |f major companies, we present the following brief orders. Railroad buying, however, is still well under 
comments on some of the more interesting recent normal but should increase moderately. At this 
reports : stage, it is possible to roughly estimate first half 
1955 earnings. Based on an estimated 80% average 
- U. S. STEEL Corp.—Though sales dropped $611 for operations in this period,, earnings should come 
e | million from the year previous, or from $3.86 bil- close to $4 a share. This (Please turn to page 666) 
0 
54 
Comparative Sales, Earnings & Net Profits of Leading Companies 
es Net Sales —Net Profit Margin— 
1953 1954 1953 1954 —Net Per Share—— ——_——_———Net Per Quarter 1954—______— 
(Millions) mil 1953 1954 Ist 2nd 3rd 4th 
profits 
i] sales Air Reduction eee ore 131.4 $ 123.3 5.1% 5.1% $206 $18 $ 48 $ 49 $ 45 ¢ .44 
rnings Allied Chemical & Dye.................. 545.5 530.7 8.2 8.1 5.10 4.80 1.15 1.41 1.01 1.23 
t com. American Can ......... 660.5 652.3 4.6 4.6 2.56 2.53 Al 66 99 AT 
—— Armco Steel .............. 588.9 531.2 5.7 77 6.50 7.83 1.75 1.89 1.95 2.24 
ciaries Atlas Powder ............ 58.7 57.6 3.8 4.5 3.59 4.05 1.08 93 1.04 1.08 
Aveo Mfg. oo..cc..cccccccsesee: 428.3 375.4 8.0 9.6 34 37 17 13 01 06 
rnings Bethlehem Steel ........... 2,082.0 1,656.8 6.4 8.0 13.30 13.18 2.73 3.04 2.53 4.88 
» tome Bristol-Myers 55.4 : 45 1.44 2:12 43 27 51 91 
Budd Co. ......... 336.0 244.0 3.2 2.5 2.88 1.60 33 50 10 67 
iced to Continental Baking 198.8 212.5 2.8 27 3.96 4.015 74 76 91 1.60 
ularly Deere & Co...... 378.5 319.9 6.5 6.4 3.37 2.76 07 1.13 99 57 
eports Endicott Johnson . 140.0 133.3 1.4 1.6 2.23 2.28 991 1.291 
ashen Freeport Sulphur . 48.5 17.5 3.56 4.20 82 1.17 1.15 1.07 
General Motors ..... 10,027.0 9,825.03 8.3 8.23 6.71 9.083 2.13 2.67 1.79 2.503 
1 steel Hercules Powder .....0.......0000. 6 190.2 187.5 6.1 75 4.20 5.10 1.21 1.37 1.31 1.21 
> third Hooker Electrochemical .......... 38.6 44.5 8.7 9.3 95 1.20 26 34 27 33 
r 80% Inland Steel 578.6 537.0 5.8 7.6 6.90 7.92 1.92 2.01 1.37 2.67 
stimu International Business Machines 409.9 461.3 8.3 10.0 8.32 11.35 2.47 2.80 2.92 3.16 
International Harvester 1,256.1 994.0 4.1 3.6 3.46 2.24 .24 81 76 .45 
notice International Shoe 251.0 246.7 3.8 4.1 2.93 3.01 1.491 1.52! 
roduc- Johns-Manville . eee 252.6 253.1 77 6.5 6.20 5.24 82 1.71 1.47 1.24 
e pro- Jones & Laughlin Steel ......... 634.3 492.9 49 3.3 4.77 3.80 88 96 65 1.31 
alas Kennecott Copper .............c.ccc00... 476.6 423.6 18.8 18.3 8.20 7.19 1.70 2.19 1.46 1.83 
oe Liggett & Myers Tobacco ............. 586.4 548.8 3.9 4.0 5.50 5.30 1.26 1.20 1.46 1.38 
aln 4 National Steel alee 634.1 484.0 77 6.2 6.68 4.12 88 90 84 1.51 
year. Nopco Chemical ...0.........cc.ccc000.- 19.8 20.8 47 6.3 1.88 2.66 59 68 7 68 
com: Norwich Pharmacal 18.8 20.7 1&7 9.8 1.61 2.27 31 4 79 .64 
of the Ohio Oil on 241.7 18.0 6.63 5.82 1.55 1.42 1.34 1.51 
f Olin Mathieson Chemical ...... 463.04 468.0 6.84 7.54 2.944 3.114 41.501 4 67 944 
NS 0 Oliver Corp. Pe sok 136.6 128.3 2.0 2.8 1.18 1.61 (d) .05 55 36 75 
neless Owens-Corning Fiberglas .......... 131.7 136.4 4.0 6.1 1.71 2.68 54 62 73 79 
:nces, St. Regis Paper CAS 200.3 200.0 8.0 7.4 2.91 2.62 70 70 1.221 
wing Shell Oil ....... a 9.0 4.20 4.40 1.21 1.10 95 1.14 
ree GIOF vos re 4.68 4.17 fae 2.641 wie 1.531 
. Union Carbide & Carbon ............. 1,025.8 923.6 10.0 9.7 3.55 3.10 74 70 74 92 
trend U. S. Steel 3,861.0 3,250.5 5.7 5.9 7.54 6.45 1.48 1.64 1.45 1.90 
ative Universal Pictures 70.4 77.8 3.7 4.8 2.35 3.58 712 872 872 1.092 
were Western Auto Supply 178.2 161.6 2.5 2.4 6.05 5.36 48 1.26 1.72 1.90 
Wheeling Steel 0 ooeocccccscees 217.3 187.5 5.7 5.1 7.49 5.48 48 1.97 1.03 2.00 
com- Youngstown Sheet & Tube ............ 534.0 433.4 5.5 4.6 9.21 6.62 89 1.82 1.34 1.98 
nanl- 
S as (d)—Deficit. 3_Estimated. 
lings 1_6 months. 4—Pro-Forma. 
for 2—Net for irregular periods. ”“—After deducting accruals equal to $.53 a share. 
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Outlook for 
Lower-Priced Rails 


By HENRY NILES 


wt clear track looms ahead for railroads. 
Rising industrial activity paves the way for an en- 
couraging expansion in freight movement. Financial 
benefits develop quickly in the transportation busi- 
ness as volume expands, because rigid overhead costs 
fluctuate in comparatively narrow limits and pro- 
vide a high leverage. In light of present indications 
pointing to further recovery in general business, it 
would seem likely that major carriers would be 
favorably affected. Comparisons in earnings should 
prove especially stimulating in the first six months, 
inasmuch as a year ago business was declining. 
Progress in any industry rarely is uniform, and, 
in the case of railroads, one should expect to find 
some groups experiencing greater improvement than 
others. Eastern carriers, for example, likely will 
benefit from an expansion in steel operations and 
in building construction. Roads serving this terri- 
tory handle substantial coal traffic as well as manu- 
factured goods made from steel and non-ferrous 
metals. Moreover, building construction represents 
an important contributor to traffic in areas of large 
population. Because eastern roads were seriously 
affected by last year’s setback in the steel and auto- 
motive industries, the reversal in conditions should 
have an opposite effect on earnings this year, and 
comparisons are likely to be more favorable for 
this reason. 






o42 


Intensification of 
military preparation 
in the Pacific regio 
may be expected t 
contribute to more ac 
tive freight movement 
on transcontinental 
carriers. Western 
roads fared well during 
the war, when vast 
amounts of army ani 
navy supplies were 
shipped to Pacific Coast 
ports. 





Operating Costs 
Carefully Watched 





Although increased 
train movements in- 
volve added expense, 
indications point to 
close control over op- 
erating costs. Mainte. 
nance expenses were 
reduced sharply by 
many carriers last year when traffic fell. Generally 
speaking, rolling stock and roadbeds have been kept 
in above-average condition. A moderate amount of 
under-maintenance can be accepted without seri- 
ously impairing efficiency. Rail managements are 
reluctant to enlarge working forces until they can 
be convinced that the need for additional manpower 
is reasonably permanent. 

It is far too early, of course, to project possible 
1955 results for the industry as a whole. As a matter 
of fact, only a few preliminary 1954 earnings figures 
had come to light when this review was prepared. 
Others will have appeared by the time this article is 
in print. Meantime, it would seem reasonable to 
hazard the guess, however, that more encouraging 
economic conditions would permit a general lower- 
ing of the transportation ratio—the most important 
vital statistic in evaluating rail transportation opera- 
tions. The lower the cost of train movement in pro- 
portion to gross revenues, the more satisfactory the 
financial outcome for stockholders. 

Gross revenues can be expected to expand moder- 
ately with the best showing developing in the first 
six months. In view of unwillingness of management 
to raise expenses unnecessarily, net income for the 
year may rise some 10 to 12 per cent over the esti- 
mated $615 million for 1954. In this environment, 
railroad stocks seem likely to retain a good measure 
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B of popularity, since expanding earnings would hold 
‘promise of continued generous dividends. Market 
‘action of a number of the lower-priced rails has 
heen conspicuously strong in recent weeks, in antici- 


"pation of a rise in earnings in coming months that 


will make a favorable comparison with last year. 


Furthermore, interest in this group has been stimu- 


lated by the rather extraordinary activity in New 


York Central and Pennsylvania. In the observations 


below, emphasis is placed on many of the lower 
priced rail stocks on the theory that market interest 
well may shift from higher priced stocks to the so- 


called secondary issues. It will be seen that not all 


of these stocks are in an equally favorable position. 





Baltimore & Ohio has gained widespread public 
interest for a very good reason. Such outstanding 
financial progress has been achieved that this once 
marginal carrier, which barely escaped bankruptcy, 
has been able to consider plans for a thorough over- 
haul of its debt structure. Although it may be pre- 
mature to undertake a complete refunding of the 
road’s $345 million outstanding indebtedness, the 
fact that discussions have taken place is significant. 

Under restrictions imposed by the debt adjust- 
ment plan of 1944, dividends are limited until fixed 
charges can be whittled to less than $22 million an- 
nually. Debt reduction gradually has reduced the an- 
nual charge to about $24.6 million. Preparations are 
in progress to accelerate debt reduction through 
purchase of outstanding obligations in the open 
market. Reduction of fixed charges to less than $22 
million would pave the way for placing the preferred 
stock on a regular $1 quarterly dividend and liberal- 
izing distributions on the common. This is the 
favorable background to which the stock has been 
recently responding. 


Chicago, Milwaukee, St. Paul & Pacific, serving 
primarily an agricultural territory, has been ham- 
pered by high operating costs on a property that 
embraces numerous branch lines in low density 
areas and by an economy adversely affected by de- 


clining farm income. Thus the road is regarded as 
the least promising of the transcontinental carriers. 
Progress is being made toward supplanting steam 
with diesel locomotives in an effort to bring down 
operating costs. 

With indications pointing to more satisfactory 
results in movement of lumber and livestock this 
year, the outlook affords basis for a more hopeful 
attitude. Movement of coal should improve and 
agricultural shipments likely will compare favorably 
with last year, Preliminary estimates however sug- 
gested that 1954 earnings had proved disappointing, 
since the showing for the first ten months was well 
below than of 1953. Directors soon must consider 
the preferred dividend ordinarily paid annually in 
March. Whether conditions justify a distribution 
on the common due in April or May seem rather 
uncertain at this writing early in February, but 
this possibility should not be discounted. 


Chicago & North Western, probably the most 
marginal in the Chicago area, has been hampered 
by adverse agricultural conditions and by burden- 
some costs of branch lines. Unprofitable commuter 
traffic in the Chicago area also has posed a problem. 
The road serves as the eastern end of the so-called 
overland route to San Francisco connecting with the 
Union Pacific at Omaha. Profitable operations have 
been handicapped by the fact that a sizable propor- 
tion of traffic is short haul freight. Light density 
territory and high terminal costs have proved 
serious obstacles in recent years. 

Because of an inability to develop increased 
revenues to counteract rising expenses, the trans- 
portation ratio has held above average. Dividends 
have been placed in jeopardy by the unfavorable 
showing, and no payments have been made on the 
common since 1950. Distributions on the preferred, 
cumulative only if earned, have varied. The sub- 
stantial loss for 1954 virtually precludes payments 
on the senior shares for 1955. Resumptions on the 
common are not in prospect in the foreseeable 
future. 


Delaware, Lackawanna & Western holders have 
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Statistical Data on 11 Lower-Priced Rails 





Times Charges 











Earned After 
——Operating Ratio—— —Inxome Tax— 
Miles 1953 1954 11 Months — Earnings Per Share — —Dividends Price Range _— Recent Div. 

Operated 11 Mos. 1953 1954 1953 1954 1953 1954 1953-1955 Price Yield 
Baltimore & Ohio ....... 6.1 79.4% 81.9% 2.89 2.15 $ 3.31 $ 4.75% $ 1.00 $ 1.00 4034-1858 38 2.6% 
Chi., Mil., St. P. & Pac. 10.6 83.9 84.3 4.16 1 1.73 2.03% 1.00 1.00 2234-10 19 5.2 
Chi. & North Western. 7.9 85.9 88.6 3.16 182 (d) 1.91 (d) 11.23% 2112-10% 15 
Del., Lack. & Western BY 77.5 83.2 2.23 1.73 90 2.25% 50 75 2052-105 19 3.9 
Erie RR. .. 2.3 75.1 81.6 3.83 1.88 2.51 1.783 1.75 1.50 227-16 21 7.1 
Gulf, Mobile & Chio 2.7 70.9 74.4 5.03 3.17 6.87 5.09" 2.50 2.00 3914-2658 36 5.5 
Lehigh Valley ............. 1.2 77.4 82.4 3.45 1.53 3.20 1.76" 1.20 2258-13 19 6.3 
New York Central...... 10.7 82.8 84.8 1.69 1.07 5.27 1.42 1.00 50 49 -185 34 1.4 
N. Y., N. Hav. & Hart. 1.7 80.5 77.7 2.38 2.50 2.88 6.18" 36 -19% 32 
Pennsylvania R.R. ...... 10.1 83.5 83.9 1.70 1.27 2.81 1.41 1.53 75 25 -15% 24 3.1 
Western Maryland 8 66.7 74.1 3.56 2.98 9.20 10.77 3612-20 36 








(d)—Deficit. 
1_No provision required for income taxes. 
2—Times chgs. and pfd. div. earned, including cont. interest. 
3—Before funds. 
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reason for adopting a more optimistic viewpoint in 
spite of the rather unsatisfactory 1954 results. Man- 
agement has shown indications of endeavoring to 
reduce debt and provide the way for diverting a 
larger share of income to holders of the junior 
shares. This road has encountered many problems 
that have afflicted roads serving the eastern sea- 
board—high terminal costs and narrow margins 
on short haul traffic in competition with truckers. 
Movement of coal to Buffalo and to the industrial 
area in northern New Jersey accounts for a large 
portion of gross revenues. The unpromising long- 
term outlook for anthracite consumption is a handi- 
cap. 

The road holds some 363,000 shares of Nickel 
Plate common, which could be realized upon in a 
debt reduction program. Income for the stock may 
be expected to improve upon completion of Nickel 
Plate’s plan for elimination of the preferred issue. 
As Delaware, Lackawanna reduces its annual fixed 
charges te less than $4 million, scheduled to be ac- 
complished this year upon redemption of Morris 
& Essex 414s and 5s, sinking fund charges can be 
cut substantially as a move to provide larger com- 
mon dividend coverage. 


Erie has achieved encouraging progress in cur- 
tailing costly passenger traffic and in supplanting 
steam power with diesel equipment. Revenues are 
dependent in large measure on heavy industry manu- 
facturing. Net income dipped last year to $1.78 a 
share from $4.31 before sinking fund charges. Earn- 
ings available for dividends probably approximated 
$1 a share, but distributions amounted to $1.50, 
compared with $1.75 in the previous four years. 

The road is the smallest of the eastern trunk lines 
and has been mentioned at times as a logical merger 
candidate for a carrier serving the rapidly expand- 
ing Southwest that might wish to gain entry to the 
eastern seaboard at the port of New York. Manage- 
ment has displayed good judgment in improvement 
of rolling stock facilities and in maintenance of fa- 
cilities. Growth prospects and potential improve- 
ment in results seem less dynamic than do those of 
other eastern lines. 


Gulf, Mobile & Ohio has met the challenge of 
cheap waterway and truck competition through a 
changeover to diesel operations on its north-to-south 
system serving the Mississippi Valley area from the 
Chicago industrial center to the Latin American 
gateway at Mobile. Encouraging expansion of in- 





dustry in the South, accompanied by diversificatig} 
of products, holds promise of growth in traffic. Gain} 
in operating results stemming from adoption 
more efficient equipment are unlikely to keep pay 
with progress of recent years. 

With enlargement of iron ore traffic from Ven. 
zuela through the port of Mobile to Birminghanf 
prospects for this carrier have improved in the lagi 
year or two. A letdown in the steel industry’s outpy 
helped explain a drop in earnings last year to aboy 
$4.75 a share from $6.87 in 19538, both after sinking 
funds. Dividends at the annual rate of $2 a shay 
appear amply protected and a recovery in net jp, 
come this year would hold out hope of a year-enj 
extra of 50 cents, such as paid in 1953. Oo 
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Lehigh Valley has made striking headway jy 
countering adverse conditions in its territory, 
pecially truck competition for short haul freight 
and high termina] costs. Dependence on anthracite 
has been reduced and greater traffic diversification 
has been attained. Financial position has been bo. 
stered by sale of properties in and near Buffalo, 
where a new outlying station has been constructed, 

A higher production rate in steel plants shouli 
boost traffic this year. With increased receipts an( 
lower sinking fund charges, net available for com. 
mon dividends may be expected to increase. Net I 
after sinking funds last year may not have shown; 
great deal of excess over the $1.20 paid in dividends, 
but the payment to stockholders this year shouli 
be more amply covered. Pennsylvania holds almost 
500,000 shares and Wabash about 265,000 for a total 
of approximately 50 per cent of the outstanding Stoc 
1,497,050 shares. tor 


New York Central, linking Chicago with New} }88U 
York is a major industrial road in the East. Line} dV! 
serve the industrial Middle West and provide trans. f © 
portation for the Great Lakes communities to thf ! 
port of New York. Traffic includes coal, steel, auto f out 
mobiles and other manufactures. Substantial non § ind 
operating income is derived from real estate prop-§ P 
erties in New York and from investments in car-§ “iV 
riers such as Pittsburgh & Lake Erie, Reading ani‘! 
other roads. 

Institution of operating economies initiated by the but 
new Young management which seized control almost § W4 
a year ago point to the likelihood of improvement ha 
in earnings this year. Progress has been achievei§ S*% 
in minimizing the adverse effect of passenger trafic. be 
Full benefits of operating economies have not been§ 4 
felt. Confidence in progress was th 
































evidenced by the management’s de. tik 
Freight Revenues (1953) cision to order a dividend of 41 ne 
(Percentage Received from Product Classification) cents for the first quarter, holding ra 
hope of further payments of like 
Products of amount in succeeding quarters. “~ 
Animals Mfrs. All LCL br 
Agriculture & Prod. Mines Forests & Misc. Freight New York, New Haven & Hart- su 
Baltimore & Ohio 55% 29% 36.0% 22% 49.5% 3.9% ford, serving New England, is 4 ; 
Chicago, Milw., St. P. Pac. ...... 17.2 6.9 12.0 12.7 47.8 3.4 tvpi wee: : : ae 
Chicago & North Western... 15.2 5.8 20.3 7.3 46.6 4.8 nmi soa q f _— ayn truck D! 
Delaware, Lack. & Western... 10.4 6.0 20.9 1.6 57.6 3.5 competition and costly passenger — j, 
oan. ........... BS 6.5 16.4 2.7 60.3 5.6 service. Management has had dif- 
Gulf, Mobile & Ohio... 15.1 1.6 14.4 9.2 56.9 2.8 ficulty for years in providing ade- R 
ay Ah ge sosseatenn ye “e = = we ge quate service for short haul freight R 
N. Y., New Haven & Hart... 12.0 5.5 11.8 46 66.1 movement at rates allowed by regt- 
Pennsylvania RR. oo... 7.6 3.0 29.0 2.5 53.0 49 latory authorities. The new mat: } 
Western Maryland .................. 5.6 2.8 49.7 2.8 39.1 Re agement which took control of the 
(Please turn to page 669) ' 
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Five Stocks 
Likely To 


Inerease Dividends 


By OUR STAFF 


White price movements on the New York 
Stock Exchange carried a number of common stocks 
to record high levels during the last year, an equally 
outstanding 1954 development was the number of 
issues in diversified industries placed on a higher 
dividend basis. These dividend increases were ac- 
complished by special or year-end extra distributions, 
or more generally, by larger regular quarterly pay- 
outs. The latter action is particularly significant, 
indicating the establishment of a regular rate of 
payment as few companies care to boost regular 
dividend payments unless there is reasonable cer- 
tainty that the higher rate can be maintained. 

Expiration of the excess profits tax was a factor, 
but not the only one, in bringing about the 1954 
wave of dividend liberalization. Other contributors 
have been the growing affluence through the sub- 
stantial flow of cash into corporation treasuries 
because of fast amortization write-offs; increased 
liquid assets as capital expenditures tapered off and 
the confidence in 1955 business conditions. 

This trend toward higher dividend payments is 
likely to continue. Evidence of this is had in the 
action of a number of companies increasing dividend 
rates since the beginning of 1955. In some instances, 
anticipated favorable dividend action has already 
brought about appreciable price gains in certain is- 
sues, the market being extremely sensitive to such 
expected developments. While other potential candi- 
dates for higher dividends have also moved up in 
price they continue to sell at attractive levels from 
the standpoint of yield and possible further price 
appreciation. Among these issues, we list American 
Smelting & Refining, National Gypsum, Safeway 
Stores, Socony-Vacuum, and Southern Pacific. We 
present brief analysis, together with pertinent sta- 
tistical data on these five companies on this and 
adjacent pages. 


FEBRUARY 19, 1955 
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AMERICAN SMELTING & REFINING CO. 


BUSINESS: This company, the largest smelter and refiner of primary lead 
produced in this country, together with important amounts of zinc, copper, 
gold and silver is also a large producer of lead, zinc and copper as well as 
sizable amounts of gold and silver from its own large mine holdings and 
those leased or managed located in the U.S., Mexico, Australia and Peru. 
It has a large asbestos deposit, now being readied for operation, in Canada 
and holds investments in Kennecott Copper, Revere Copper & Brass, General 
Cable, Cerro de Pasco, and other companies. 


OUTLOOK: American Smelting & Refining, one of the generally more 
prosperous companies in the nonferrous metal industry as a result of earn- 
ings from its own operations and income from its large investment holdings, 
has maintained a liberal policy as to dividends on its own stock for a number 
of years, until 1953. It was then that the severe drop in lead and zinc prices 
reduced earnings to $2.87 from $5.30 a share for the common stock in the 
preceding year. This decline, coupled with the necessity of carrying increased 
metal inventories and the need for cash for capital expenditures caused the 
regular quarterly dividend in the final half of 1953 to be cut from 75 cents 
to 50 cents a share. This lower rate was maintained through all of 1954. 
Since then, there has been a material change for the better in earnings, 
reflecting an upswing in lead and zinc prices, more ilberal depletion allow- 
ances granted zinc and lead producers, and the company’s new Silver Bell, 
Arizona, mine, going into production last May with a scheduled capacity of 
18,000 tons of copper annually. For the 9 months to Sept. 30, 1954, net in- 
come, despite a third quarter labor stoppage of four weeks duration at the 
Garfield smelter, increased to $2.32 a share from $1.67 for the like 1953 
period, with the likelihood that 1954 final quarter results pulled net for the 
year up to approximately $4 a share. Such a showing could be materially 
improved in 1955 with lead and zinc prices holding at present levels and 
copper commanding its current price of 33 cents a pound, compared with 
recent 30 cents and the former OPS regulated price of 2412 cents a pound. 


DIVIDENDS: Except for the year 1922 and 1933 through 1935, payments 
have been made on the common stock in each year since 1904. 


MARKET ACTION: Recent price of 45%, compares with a 1954-55 price 
range of High—47%, Low—277%. At current price, the yield is 4.3%. 


COMPARATIVE BALANCE SHEET ITEMS 
| cra 31 


1953 Change 
ASSETS (000 omitted) . 
Cash & Marketable Securities $ 42,591 $ 40,522 —$ 2,069 
Receivables, Net 17,806 26,495 + 81689 
Inventories & Supplies 51,858 114,842 + 62,984 
Adv. to Cust. on Ores, etc. 1,21 718 - 492 
TOTAL CURRENT ASSETS 113,465 182,577 + 69,112 
Net Property 46,858 124,775 + 77,917 
Investments 27,918 42,662 + 14,744 
Other Assets ..... 5,740 13,825 + 8,085 
TOTAL ASSETS $193,981 $363,839 +$169,858 
LIABILITIES 
Accts., Wages & Drafts Pay.... re $ 15,137 $ 27,222 +$ 12,085 
| aS ee nee _ 1,539 4,196 + 2,657 
Tax Reserve bday Wy 13,314 34,848 + 21,534 
TOTAL CURRENT LIABILITIES 29,990 66,266 + 36,276 
Other Liabilities ....... os 1,155 5426 + 4,271 
Reserves , 31,744 3,830 — 27,914 
Preferred Stock 0,000 50, : 
Common Stock 43,620 123,137 + 79,517 
Surplus 37,472 115,180 + 77,708 
TOTAL LIABILITIES .. : rete $193,981 $363,839 +$169,858 
WORKING CAPITAL ...... eeicicgxinnccsredin | $116,311 +$ 32,8 
RIN 2 cfs cin cc tp vv ceecce cs nec nacueacsies 3.7 2.9 a 8 
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SAFEWAY STORES SA 
50 = t I f z | RATS Tae 
a {_ — Adjustea —+— 
rareery Chain-} } t t —lprice Range —t 
“ ' : t —}1929 - 1935 - 
ce Long Term Debt: $60, 552, 500———|-—Jieh - 658 - 
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head os. $4.00 Pid: 27,764 - $100 par___t EE cae t 
Shs. Common: 3,478,550 = $5 par———y } 
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NATIONAL GYPSUM COMPANY 


BUSINESS: The company, owning vast lime and gypsum deposits in this 
country and Canada, and operating strategically located manufacturing 
plants, is the second largest producer of gypsum-based products, including 
varied types of wallboard, lath, sheathing and plasters. Among other prod- 
ucts are metal lath and accessories, acoustical materials, rock wool, asbestos 
roofing and shingles, and lime and gypsum for the agricultural, chemical, 
and other industries. 


OUTLOOK: Preliminary figures covering 1954 operations indicate record 
net sales at approximately $126 million, up by about $8 million from the 
previous year, with net earnings rising to a new peak around $4.50 a share 
for the common stock. This compares with $2.71 a share earned in 1953, 
and $2.84 reported for 1952, reflecting the growth in markets for the com- 
pany’s increasingly diversified products and its expansion through acquisi- 
tion of manufacturing facilities, increased production capacity, and develop- 
ing additional gypsum deposits, one of which in Nova Scotia will be ready 
for full-scale quarrying operations this Spring, and another in Indiana now 
being equipped for low cost operation to furnish raw material to a modern 
plant scheduled for completion by mid-1955 to supply the growing Central 
West market. These later developments are part of a $37 million expan- 
sion program scheduled for completion by mid-1958, and continuing the 
company’s intensive efforts in the postwar years to efficiently integrate 
operations, and affect increasingly satisfactory profit margins through in- 
creased sales and lower operating costs. Its achievements along these lines 
is reflected in net sales growth from $38 million in 1946 to last year’s record 
high, with per share earnings more than doubled, and cash dividends being 
raised from 50 cents for all of the earlier year to 50 cents quarterly, plus 
2% in stock, paid last January 3. The outlook for 1955 is one of increased 
earnings and the likelihood of another increase in the cash dividend rate, 
especially in view of the company’s strong finances. 


DIVIDENDS: Payments have been made in each year since 1939, and since 
1951 have been supplemented by an annual distribution of 2% in stock. 


MARKET ACTION: Recent price of 49%, compares with a 1954-55 price 
range of High—55%, Low—20'%. At current price, the yield, exclusive of 
stock dividend is 4%. 


COMPARATIVE BALANCE SHEET ITEMS 
wnt 31 
1953 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 4,318 $ 23,225 +$ a 907 
sre at a Net oe 2.258 11,920 + 662 
Inventorie SRSA RSs cee 3,219 4,067 + 10.848 
TOTAL CURRENT ASSETS | + oe 9,795 49,212 + 39,417 
Net Property be Scsueneve sabes 12,984 54,361 + 41,377 
Constr. Costs, etc. ve 1,677 5,993 + 4,316 
Investments Poste Vabsetanchoasssstnctcoaes 118 om _ iW 
Other Assets ..... 955 1,925 4+ 970 
I Shoo Seats way cas ccs sh canesabanveesekecats $ 25,529 $111,491 +$ 85,962 
LIABILITIES 
Accounts mayne Sta a $ 775 $ 3,570 4+$ 2,795 
— Sunde ; 752 1,881 + 1,129 
ee 286 1,105 + 819 
TOTAL “CURRENT LIABILITIES: ee 1,813 6.556 + 4,743 
Cost-Plus Contr. . ; : 544 a. 866 
Reserves : 552 ae 284 
Long Term ft 28,500 + 23.086 
Preferred St F + 3,502 
Common Stock 2,718 + 1,337 
Surplus 60,621 + 52,144 
TOTAL LIABILITIES ..... $111,491 +$ 85.962 
WORKING CAPITAL 42.6 +$ 34.674 
CURRENT RATIO aS: 7.5 + 21 
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SAFEWAY STORES, INC. 


BUSINESS: Operating approximately 1,997 stores, many of the supermarket 
type, in 23 of the United States and the five Canadian provinces, Safeway 
Stores is the world’s second largest retail food concern. Together with its 
subsidiaries, it also operates a number of bakeries and plants for the manv- 
facture or processing of ice cream and other dairy products, fruit and vege 
table canning, meat slaughter, coffee roasting, soap, jam and jellies, soap, 
and other products. The company has also developed and is expanding the 
most modern and efficient nation-wide distributing system. 


OUTLOOK: Again, as in the five previous years, Safeway’s consolidated 
1954 revenues set a new high record, reaching, on the basis of preliminary 
figures, $1,850 million. This would compare with $1,751 million, the former 
all-time peak set in 1953, and approximately $650 million greater than 
consolidated revenues of 1949. The steady growth in Safeway’s operations 
in the last five years reflects its consistent policy of strengthening its position 
in the retail food field by modernization of older units, the closing of 
others, and its program calling for the construction annually of approxi- 
mately 100 new retail locations, as well as providing other facilities required 
to handle properly the increased sales volume. This plan calls for the erec- 
tion of vast food distribution centers, several of which are already in opera 
tion, designed to serve quickly and economically retail outlets in each 
operational zone in this country and Canada, thus reducing handling and 
transportation and other costs which should be reflected sharply in greater 
profit margins. Net earnings for 1954, estimated at $3.82 a share on 
3,405,817 shares of common stock outstanding compares with $4.31 a share 
earned in 1953 on an average of 2,906,979 outstanding shares, the increase 
in shares being accounted largely by the conversion into common stock of 
the 412% convertible preferred called for redemption on April 1, 1954. 


DIVIDENDS: Payments have been made on the common stock without in- 
terruption for the past 29 years. The present rate of $2.40 a share annually 
has been maintained in each year since 1950, having been increased from 
$1.25 a share paid in 1949. 


MARKET ACTION: Recent price of 48 compares with a 1954-55 price range 
of High—4812, Low—38%4. At current price, the yield is 5%. 


COMPARATIVE BALANCE SHEET ITEMS 













Dec. 31 June 19 
1944 1954 Change 

ASSETS (000 omitted) 
Cash & Marketable Securities... $ 20,023 $ 52,954 +$ 32,931 
oreneeanes, NE a hesrisenccece 5,938 + 2,873 
nventories ................... 55,359 142,337 + 86,978 
Prop. due & held for sale. ‘ 061 4. 36.061 
TOTAL CURRENT _— - 78,447 237,290 +- 158,843 
Net Property ........... 21,857 102,443 + 80,586 
Investments ...... 208 1,165 4 957 
Other Assets ne 1,656 9,537 + 7,881 
TOTALCASEBTS occ. ccccesecce . $102,168 $350,435 +$248,267 
LIABILITIES 
ON Ee ape re A ea ERS $ 4,300 $ 39,775 +$ 35,475 
Accounts Pay. & Acer... 17,649 81,218 + 63,569 
TON ROCOIVG ..0.05c6s0s.00ssececs000 793 9,110 + 8317 
Div. Payable : 261 2,676 + 2,415 
TOTAL CURRENT LIABILITIES... 23,003 132,779 + 109,776 
Long Term Debt ....................... 16,600 45,565 + 28.965 
Preferred Stocks .. 20,923 61,719 + 40,796 
Common Stock .... 9,943 17,392 + 449 
Surplus cen een 31,699 92,980 + 61,281 
TOTAL LIABILITIES .. $102,168 $350,435 +$248,267 
WORKING CAPITAL . 55,444 104,5 +$ 49,067 
NPE cose cssiscsccincovausssicéshvseaceessnvecs 3.4 _ 6 
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SOCONY-VACUUM OIL CO., INC. 
BUSINESS: Through subsidiary and affiliated companies and its own opera- 
tions, Socony-Vacuum constitutes a completely integrated oil company, pro- 
ducing crude oil and natural gas, operating refineries, pipelines, marine 
transportation facilities, and wholesale and retail distributing stations and 
squipment throughout the entire U.S., in Canada and other countries of 
the free world. 


OUTLOOK: Last year, holders of Socony-Vacuum common, the company’s 
only outstanding capital stock, received $2 a share in dividends, paid ona 
50-cent quarterly basis, plus a year-end extra of 25 cents, bringing the 
year's total distribution to $2.25 a share. Payments were held to this rate, 
notwithstanding earnings in the three preceding years averaged $5.23 a 
share, with net for 1953 reaching an all-time peak of $187.2 million, or $5.35 
ashare. This was more than 2% times 1954 dividend distributions. Estimating 
1954 net earnings at $5 a share would indicate that the current dividend, 
including the 25-cent year-end extra, was covered approximately 21% times, 
giving renewed rise to the expectation that stockholders would be in line 
for more liberal dividend treatment. Aside from this possibility, Socony- 
Vacuum has additional appeal because of its high quality as a stable divi- 
dend payer and its long-term growth potential, the base for which is being 
steadily broadened by the company’s vast capital expenditures for expand- 
ing crude oil and natural gas reserves, increasing refinery capacity and 
improving efficiency and reducing costs. Within the last six years, these 
expenditures have totaled approximately $1,300 million, while at the same 
time it has maintained a strong financial position, its cash and marketable 
securities holdings totaling $306 million at the 1953 year-end, with net 
working capital on the same date amounting to $477.7 million. 





DIVIDENDS: Payments in 1954 duplicated those of 1953 with the 25-cent 
year-end extra representing an increase from a total of $2 a share paid 
in 1952. The last stock dividend, amounting to 2%, was paid in 1948. 


MARKET ACTION: Recent price of 53, compares with a 1954-55 price range 
of High—54%, Low—35%. At current price, the yield is 4.2%. 


COMPARATIVE BALANCE SHEET ITEMS 





December 31 
1944 1953 Change 

ASSETS (000 omitted) 
Cash Sssteiscssciecnce GOOD § SSI S$ 477 
Marketable Secur. nee Pee 253,627 + 123,235 
Receivables, Net ; Seosene 90,969 182,575 + 91,606 
Inventories & Supplies Mrcieae aes 127,029 274,929 + 147,900 
TOTAL CURRENT ASSETS ...... 2 396,731 763,649 -+- 366,918 
Net Property .............. 511,462 1,069,331 + 557,869 
Investments 2... njaewcens 2 141,936 313,480 -- 171,544 
Other Assets ese denten eres 7,840 7,996 -+ 156 
TOTAL ASSETS ee $1,057,969 $2,154,456 +$1,096,487 
LIABILITIES 
Debt Payable a $ 3,069 $ —$ 3,069 
Accounts Pay. & Acer..... : 76,209 193,800 -+- 117,591 
Tax Reserve eos sssaaes 36,943 92,114 + 55,171 
TOTAL CURRENT LIABILITIES... 116,221 285,914 +. 169,693 

er Liabilities ae te 5,742 6,918 +4 1,176 
eserves Bice 119,699 50,823 — 68,876 
long Term Debt errepotey . vat 115,257 190,782 -+ 75,525 
Capital Stock ree ied 475,627 532,683 + 57,056 
urplus - POR AEER o Plo nahe es Mere ad 225,423 1,087,336 -+ 861,913 
TOTAL LIABILITIES ooo. .... $1,057,969 $2,154,456 -+$1,096,487 


WORKING CAPITAL ............. 


ne. $ 280,510 $ 477,735 -+$ 197,225 
OMEN OY MEATIOD: <onnccccccsssccsscscssesvesseccensssecssece 3.4 8 


2,6 - 


FEBRUARY 19, 1955 


SOUTHERN PACIFIC COMPANY 
BUSINESS: The Southern Pacific Transportation System, comprising 12,400 
miles of main track, extends from Ogden, Utah, the Gateway to the West, to 
Portland, Ore., and along the Pacific Coast to San Francisco and Los Angeles. 
The lines also serve El Paso, Houston and Galveston, Texas, and points along 
the Gulf Coast to New Orleans. An extensive rail network serves a number 
of points in New Mexico and Arizona and an additional 1,228 miles of 
track solely or jointly controlled companies serve points in Mexico and 


the U.S. 


OUTLOOK: Southern Pacific, the second largest rail transportation system 
from the standpoint of mileage operated, and ranking third on the basis 
of revenues, appears to be in a good position to increase its dividend on 
the common stock from the current $3 a share annual rate. Estimates of 
1954 operating results put consolidated net income at close to $48 million, 
or about $5.30 a share. Although these earnings would fall below the 
previous year’s $62 million, equal to $6.85 a share, they would still provide 
good coverage for a higher dividend than the 75-cent quarterly payments 
made throughout 1954. Bolstering the outlook for a more liberal payout 
of earnings is the strong cash position of the company and the improved 
1955 outlook for at least a 5% gain in operating revenues. As of Nov. 30, 
last year, the transportation system reported on hand $128 million in cash, 
temporary cash investments and special deposits, while net current assets 
totaled $98.7 million. The outlook is further improved by the continued 
industrial and population growth of the territory served which has already 
been a tremendous factor in widening diversification of freight traffic and 
providing greater stability to operations. To this outlook must be added the 
benefits which should accrue from the heavy outlays, amounting to over 
$400 million in the last five years, for transportation facilities, including 
dieselization, classification yard modernization and expansion, centralized 
traffic control and other improvements to increase operating efficiency and 
better the company’s position to liberalize dividend policies. 


DIVIDENDS: Payments of $3 a share annually were maintained throughout 
1954 and 1953, that rate being established following the 2-for-1 split in 
mid-1952. 


MARKET ACTION: Recent price of 543%4, compares with a 1954-55 price 
range of High—56%, Low—36%. At current price, the yield is 5.4%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 
944 1953 Change 

ASSETS (000 omitted) 
Cash & Marketable Securities m $ 180,000 $ 134,762 —$ 45,238 
Receivables, Net eT AT Om EL 91,377 47,467 — 43,910 
Materials & Supplies suisuceacetseiecd ae 33,464 27,408 — 6,056 
Other Current Assets cietsdeshaauielsuidemanae 1,417 17,323 + 15,906 
TOTAL CURRENT ASSETS....................... 306,258 226.960 — 79,298 
Road & Equipment ...... nS : 1,534,966 1,975,988 -+ 441,022 
Donations & Grants cer 21,138 cr 41,280 + 20,142 
Accrued Deprec. & Amort. cr 217,485 cr 365,764 -- 148,279 
Res. for Adj. of Invest. cr 137,384 cr 91,234 — 46,150 
Investment & Funds 286,791 265,701 — 21,090 
Other Assets ; : pce nticcceuieies 41,503 11,481 — ,022 
TOTAL ASSETS $1,793,511 $1,981,852 -+$188,341 
LIABILITIES 
TOTAL CURRENT LIABILITIES $ 225,869 $ 127,309 —$ 98,560 
Other Liabilities 562 4+ 244 
Unadjusted Credits e 53,391 31,836 — 21,555 
Long Term Debt ; aie pra 563,235 599,374 + 36,139 
Amoun’s — to Affil. Cos. 17,209 31,847 + 14,638 
Capital Stoc' jas Nomiadacss 383,582 424,875 4+ 41,293 
Consolidated Adjustment 67,083 41,682 — 25,401 
Surplus ; Sah 482,580 724,123 +- 241,543 
TOTAL LIABILITIES Rarer ee ree $1,793,511 $1,981,852 -+$188,341 
WORKING CAPITAL ee wee 80,389 $ 99,651 -+$ 19,262 
CURRENT RATIO sa reacaeaie sinters : 1.3 1.7 a 4 
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With a Big 


Stake in Williston Basin 


By JAMES T. ROBERTS 


a eastern Montana across prairie and bad- 
lands into the western Dakotas and northward into 
portions of Canada’s provinces of Manitoba and Sas- 
katchewan lies an area comprising approximately 
120,000 square miles. This is the oil-rich Williston 
Basin. 

Farther north, about 300 miles from the Cana- 
dian-U. S. border are the Leduc oil field, discovered 
in 1947, and the Redwater field where the first well 
was brought in in 1948. These two discoveries, both 
in the vicinity of Edmonton, Alberta, gave impetus 
to extending leasing and exploratory work south- 
ward which lead to the Williston Basin, the Canadian 
subsidiary of Standard Oil of California finding the 
first oil in producible quantity at Virden, Manitoba 
in January 1951. Amerada Petroleum Corp., already 
drilling south of the International boundary, fol- 
lowed Calso’s development within a few months by 
its Beaver Lodge Field discovery in North Dakota. 
Other discoveries came in rapid succession. Before 
the year 1951 was spent, five more fields in the U. S. 
portion of the basin had been opened up. As early 
as four years ago, it was evident that the Williston 
Basin would prove to be tremendously rich in crude 
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oil. Since then, estimates of the Basin’s potential 
have been revised steadily upward as dozens of addi- 
tional fields have been discovered in scattered sec- 
tions of the area which is now calculated to have 
crude oil reserves in excess of 2 billion barrels and 
natural gas deposits in a volume which has yet to 
be measured. 


Potentials of Field 


As matters now stand, it is quite possible that the 
estimate of crude oil reserves in the basin will again 
have to be revised upward as development. pro- 
gresses. For instance, among the proven productive 
areas is the Cedar Creek Anticline under active de- 
velopment for the last three and one-half years has 
steadily increased in importance. The limits of its 
nine areas productive of oil, have steadily expanded. 
So far, only a relatively few of the Basin’s enormous 
areas of potential oil-producing lands have been 
tapped. At the present time, there are approximately 
450 producing wells with a daily productive capacity 
of about 40,000 barrels. That figure is more indica- 
tive of the healthy, long-range pace in the develop- 
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ment of the basin than it is of the potential output. 
"From the inevitable rush of leasing activity and 
‘drilling by “wildeatters” merely with hopes for the 
best, operations have settled down to careful explor- 
ation and drilling, largely by the major oil compa- 
nies. In all probability it will take another five years, 
maybe longer, to more fully develop the Williston 
Basin potential. This may ultimately be a producing 
capacity of several hundred thousand barrels of 
crude oil and several hundred million cubic feet of 
“wet gas” daily. 

Production, long before it reaches these ultimate 
figures, is going to require pipelines and crude oil 
and gas processing facilities on a steadily expanding 
scale. The first steps in this direction have already 
been taken by Standard Oil of Indiana’s construction 
of a $15 million 30,000 barrel refinery at Mandan, 
North Dakota, and a 164 mile pipeline to bring crude 
oil to the refinery from the Beaver Lodge, Tioga and 
other producing fields in the state. Among other 
firsts achieved by Standard of Indiana in the Willi- 
ston Basin were the completion of tank car loading 
facilities and a products pipeline connecting the 
Mandan refinery with the compnanv’s Moorhead-Du- 
buque and Dubuque-Whiting lines, its 2,174-mile 
products pipeline network serving nine midwestern 
states. The new refinery went on stream last October ; 
a significant development in that it provides the first 
big market for Williston Basin crude oil. 

Also rearing up against the North Dakota sky 
near Tioga is Signal Oil & Gas Co.’s natural gasoline 
plant for the processing of gases from North Da- 
kota’s Beaver Lodge and Tioga fields. This new 
plant, which went into operation in the latter part 
of 1954, is regarded as the first of similar gas proc- 
essing plants that will eventually dot the Williston 
Basin as production grows to assure an economic 
scale of operations. Significant too, is that Signal’s 
new plant, along with Standard of Indiana’s new 
refinery, is one more step in the expanding indus- 
trialization of the Williston Basin region. This has 
created heavier freight traffic for the Northern Pa- 
cific Railway whose extensive rail network covers 
practically all of North Dakota and traverses the 
state of Montana. To what extent freight traffic in 
and out of the region last year added to the road’s 
revenues is problematical, but the volume undoubt- 
edly aided in holding the dip in operating revenues, 


reflecting the general decline in business, to 5.2%. 
Net earnings for the year equal to $5.87 a share were 
off by only 40 cents a share from the previous year. 

Northern Pacific stands to gain in other ways 
from the further development of Williston Basin oil 
and gas lands. Its land grant area crosses the south- 
central portion of the basin. These holdings include 
fee lands and lands with oil and gas rights, the com- 
bined total being approximately 3 million acres. At 
the present time, the road is receiving royalties or 
participation from 51 oil wells, its portion of pro- 
duction running to about 22,788 barrels on a monthly 
basis. This number of wells is expected to be sub- 
stantially increased during the current year, the 
road having already arranged for the drilling of 39 
exploratory wells on its holdings in the Powder 
River District and the Williston Basin during 1955. 

The influx of oil well drilling crews, new housing 
developments, warehouses and commercial buildings, 
together with new industries in the region has 
created a growing demand for electricity and natural 
gas through the facilities of the Montana-Dakota 
Utilities Co., which serves virtually all communities 
in the region with gas, electricity, or both. Net earn- 
ings in 1953 of $1.01 a share increased in 1954 to 
an estimated $1.56 a common share. To keep pace 
with expanding gas and electricity consumption, 
Montana-Dakota expended about $10.5 million last 
year for additional facilities. One of its major com- 
pletions was the 25,000 kilowatt steam turbine elec- 
tric generating plant which went into operation last 
Fall, using as its principal fuel lignite coal from the 
company’s own mines. Further expansion planned 
for the current year, involving about $7.5 million, 
is expected to be completed without resorting to 
outside financing, the necessary funds being supplied 
by a balance of $4.6 million received from sale of 
gas properties in the Great Falls, Morttana, area, last 
year and from depreciation reserves and retained 
earnings. 

With increased tempo of development work on the 
oil and gas lands controlled by Montana-Dakota and 
the likelihood of further industrialization in the 
broad area the company serves with electricity and 
gas there arises the question as to which will record 
the fastest growth its utility operations or its oil and 
gas production. By leases, or operating agreements, 
Montana-Dakota controls (Please turn to page 670) 



































Data on Major Companies Active in Williston Basin 
1953 - —1954— 
Estimated 
Earnings Div. Earnings Div. Price Range Recent Div. 
Per Share Per Share Per Share Per Share 1953-55 Price Yield 
Amerada Petroleum $ 5.85 $ 3.00 $ 5.25 $ 3.00 23012-14812 214 1.4% 
Mid-Continent Petroleum 7.25 4.00 7.25 4.00 114 - 552 105 3.8 
Montana-Dakota Utilities : 95 .90 1.50 .90 31%4- 17% 30 3.0 
Northern Pacific Rwy. 6.27 3.00 5.25 3.00 84 - 52 69 4.3 
Phillips Petroleum 5.25 2.60 5.20 3.002 75%2- 4834 75 4.0 
Shell Oil 4.20 1.50% 4.40 2.00- 6212- 3158 60 3.3 
Standard Oil of Calif. 6.61 3.00 6.75 3.003 7934- 492 79 3.7 
Sanndard Oil of Indiana 4.06 1.254 3.80 1.402 4912- 32% 47 2.9 
S$. O. N. J. (Carter Oil) : 9.13 4.50 9.50 4.55 1197%- 67 114 4.0 
RO ea tn eee 4.68 1.003 4.171 1.00° 862- 54354 69 1.4 
Texas Co. a pee eRe yt Pre 7.01 3.40 7.50 3.75 91 - 495% 90 4.1 
1_ Actual. 4—Plus 1/50 share S. O. N. J. 
2—Indicated 1955 rate. °—Plus 1 additional share for each 4 held. 
3—Plus stock. 
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Electronic Computers: 


A NEW SOURCE OF EARNINGS 
FOR OFFICE EQUIPMENTS 


By JAMES A. JACKSON 


a rom a science-fiction term less than 20 
years ago, electronics has developed into one of the 
nation’s strong growth industries. 

Where relatively only a short time ago, the devel- 
opment of electronic devices was largely in the 
fields of radio, communications, radar and other 
offensive and counter-offensive war and defense 
weapons the industry, during the last nine years, 
has brought forth many new civilian electronic 
devices which have had a tremendous impact on 
industry, air and rail transportation, mass enter- 
tainment, banking, insurance, and practically every 
other field of business. These electronic marvels 
have already had an effect upon practically every 
phase of corporate and individual activity and the 
new devices, many of which are past initial labora- 
tory stages are likely to bring about still greater 
changes in our entire way of life. 


Growth of Electronics 


Since the end of World War II, the electronics 
industry has moved forward with incredible speed. 
One measurement of its growth is the expansion in 
sales from about $1.6 billion in 1946, to approxi- 
mately $8.5 billion in 1954. No other industry, not 
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even the automotive, grew as rapidly. And yet, the 
highest authorities are agreed that the electronics 
field is only on the threshold, so vast is its domain, 
its diversity of markets and its promise of new 
devices for defense, industrial operations, business 
and the home. 

The expansion of the electronics industry recorded 
up to this time received considerable impetus from 
research and engineering progress during the last 
world war with the rate of progress accelerated 
during the Korean conflict. Some of the develop- 
ments in these periods and since have been the ultra- 
high frequency, or microwave, generators, closed 
circuit television, the tiny transistor, and the auto- 
matic computer and the servomechanism. These are 
a few of the more significant developments in the 
electronics field. 

The automatic or electronic computer is already 
well on its way toward revolutionizing business pro- 
cedures, particularly in the clerical areas of account- 
ing, inventory control, material control, payrolls, 
sales analysis, billings, and similar tasks. 

Today’s electronic computer is a vast and intri- 
cate unit—although of various sizes—made up of 
electronic tubes and devices capable of storing up or 
“remembering” huge quantities of numerical or fac- 
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ial data which can be recalled in a split fraction of 
second. Through means of electronic impulses 
mitted at speeds ranging as high as one million or 
more a second, the computer is capable of carrying 
pit complete arithmetic calculations—multiplying, 
jividing, adding and comparing— instantly, or solv- 











ng a series of complex mathematical problems in a 
matter of minutes that would require days of human 
fort to solve. To gain full advantage from the tre- 
mendous computing speeds of many types of com- 























puters, information is fed to the machine by mag- 
netic tapes which can introduce or record at rates 
ranging from several thousand digits up to 70,000 
digits a second, depending on the model of computer. 

It is obvious that equipment with such powers 
‘now being used by the U. 8S. government, large in- 
‘dustrial, banking, insurance, public utility and com- 
‘panies in other fields, will find increasing applica- 
‘tion throughout industry and commerce, performing 
'myriad tasks faster and more economically than is 
possible in any other way. 

These, however, are not the only fields in which 
electronic computers are being and will continue to 
be employed in greater numbers by the Government 
and corporations. Because of their versatility, vari- 
ous types of computers can also be used for all 
types of scientific applications and computations in 
connection with engineering design, geophysical sur- 
veys, ballistic analyses and research work. For 
example, Remington Rand, whose Univac computer 
was one of the first to come to the general public’s 
attention through its use over television broadcast- 
ing of 1952 presidential election returns, has devel- 
oped and built other models. Among these is a special 
electronic storage unit for the Civil Aeronautics 
Authority for use in control of flight plans. Large 
computers have also proved themselves invaluable 
in military research. Their use in this area has made 
it possible to study aircraft and guided missile de- 
sign, and determining the feasibility before going 
ahead with construction. This procedure made avail- 
able by the electronic computer has not only speeded 
development but cut cost by a substantial amount. 


Greater Use for Computers 


Other types of computers are coming into greater 
use in an increasing number of government divi- 
sions. International Business Machines Corp., which 
numbers among its electronic computers the high- 
powered ‘‘702”, whose specialty is arithmetic and 
logic, and the “650” that can do double duty in 
meeting commercial and engineering requirements, 





has only recently completed the first of its giant 
“electronic” brain which has been christened the 
“Nore”, for Naval Ordnance Research Calculator. 
This big computer, regarded as one of the most 
versatile computing facilities in existence will take 
its place alongside other computers now in use in 
the Computation Laboratory at the Dahlgrem, Va., 
Naval Proving Ground. Input of the “Norc” is by 
magnetic tapes loaded from punched cards on sep- 
arate equipment. These tapes bring data into the 
computer at the rate of 70,000 decimal digits a sec- 
ond and also serve for any large-scale storage of 
intermediate results during the calculation. Numbers 
stored in the calculator cathode ray tube memory 
can be recalled from any one of 2,000 locations in 8 
microseconds or eight millionths of a second, while 
the “Nore” can produce the answer for addition, 
subtraction or multiplication as fast as it can read 
the numbers, a rate of one million digits a second. 

IBM’s “650” electronic computer, or “Magnetic 
Drum Data Processing Machine” as it is technically 
known, now in use by General Electric has many 
varied applications. This particular unit is the third 
IBM has delivered and schedules call for more than 
400 more of these machines for delivery within the 
next two years. General Electric plans to use the 
“650” to analyze complex electrical system generat- 
ing, transmission, and distribution problems and in 
other ways to aid in electrical system engineering 
and scientific analysis. Its ability to remember a 
tremendous number of complex instructions and 
execute them with unerring accuracy will, it is ex- 
pected, shorten to minutes design and system engi- 
neering calculations, which previously took hours to 
compute. Like other electronic computers of IBM, 
Remington Rand and other companies in the field, 
the “650” will be on a rental basis of $3,750 a 
month. This is a modest charge considering the com- 
puter will enable application engineers to get system 
design facts quickly on numerous alternatives, re- 
sulting in system improvements estimated to be 
worth millions of dollars. Engineers also will be 
freed from many routine calculations, permitting 
them to spend more time on important develop- 
mental work that should bring more efficient elec- 
trical transmission and distribution systems, and 
bring about a reduction in consumer cost of elec- 
tricity. 

It requires but little imagination on the investor’s 
part to form some idea of the potentials confronting 
manufacturers of electronic computers in models to 
fit the needs of not only the government and large 
corporations but smaller (Please turn to page 671) 








Statistical Data on Manufacturers of Electronic Computors 





———Net Sales 
9 Months 








—1954--___ 
Estimated 





1953 








1953 1954 Earnings Div. Earnings Div. Price Range Recent Div. 

—— (Millions) Per Share Per Share Per Share _— Per Share 1954-1955 Price Yield 
BtrreCHeesTIO CONOIOS E0156 -05c ote so iccveareer ites we iatyeesees $162.0 $126.2 $ 1.44 $ .80 $ 1.40 $ .85 26%8- 15% 26 3.2% 
International Business Machines 409.9 461.31 8.53 3.20° 11.351 3.806 375 -271 370 1.0 
National Cash Register.......... 260.9 184.3 1.70 1.00° 1.75 1.00 3614- 19% 36 2.7 
Remington Rand ... 225.42 186.0% 2.322 1.00 2.504 1.00 41\2- 14% 41 2.4 
Underwood Corp. ............ 78.3 56.0 1.13 2.25 2.00 1.25 38%8- 27 36 3.4 





1_ Actual. 
2_Fiscal year ended March 31, 1954. 
3—9 months ended Dec. 31, 1954. 











4—For fiscal year ending March 31, 1955: 
5—Plus stock. 
6—Plus stock, and after 5 for 4 stock-split. 
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Steels 


Up about 40% more than the 
general market from 1954 lows, 
steel stocks have had a big play, 
aided by improved earnings, the 
most comfortable cash positions 
in the history of most of these 
companies, boosts in some divi- 
dends, including those of Big Steel 
and Armco, and two-for-one stock 
splits by the same two companies. 
Largely due to accelerated amor- 
tization, so-called cash earnings of 
most companies are around double 
reported earnings, facilitating re- 
cent dividend increases and per- 
haps suggesting some more to 
come. Because the economy is less 
subiect to major depressions than 
in the past, because of the greater 
efficiency of the vast total of new 
capacity built in recent years, and 
because of strong finances, leading 
steel issues are less speculative 
than they were in the past—but 
they have not become stable-in- 
come stocks. Around recent level 
of 80, U. S. Steel yields 5% on its 
new $4 dividend. Earnings will be 
higher this year, possibly as much 
as $8 a share or so, against 1954’s 
$6.45. But you cannot expect an- 
other dividend boost or split for 
the foreseeable future. The same 
applies to Armco, now at 78, yield- 
ing 4.6% on its new $3.60 divi- 
dend. 


Groups 


Aside from steels, stock groups 
recently reflecting above-average 
demand include aircrafts, air 
lines, aluminum, construction, 





business machines, coppers, 
finance companies, electrical 
equipments, machinery, mail-or- 
der stocks, department-store is- 
sues, machinery, metal fabricat- 
ing, oils, textiles, tires and electric 
utilities. 


Stocks 


A few of the many stocks faring 
better than the general market at 
this writing are American Chicle, 
Bell Aircraft, Burlington Mills, 
Cities Service, Commercial Sol- 
vents, Continental Oil, Cutler 
Hammer, Ferro Corp., Flintkote, 
Industrial Rayon, Magnavox, Na- 
tional Cash Register, Penick & 
Ford, Pullman, Thompson Prod- 
ucts and Texas Company. 


Splits 

As previously noted, the number 
of stock splits set a record in 1954. 
Instead of slowing down, this 
trend has accelerated so far in 
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1955. Among more or less prom- 
inent companies, over 25 have pro- 
posed splits since the turn of the 
year, equal to roughly a fourth of 
all 1954 splits. There is virtually 
sure money in knowing in advance 
where and when a split is coming, 
but only “insiders” have positive 
information. 


Speculation 


Brokers’ loans at present prob- 
ably are not much more than 1% 
of the total value of listed shares. 
Nevertheless, there has been a 
good deal more margin buying, 
and in-and-out quick-turn margin 
trading, than that figure might 
suggest. Results of a detailed 
study of market transactions be 
tween December 8 and December 
15, released in recent days by the 
Stock Exchange, showed that in 
that period 52.5% of all transac- 
tions—other than those of brokers 
or Exchange members—were on 














oe — 
INCREASES SHOWN IN RECENT EARNINGS REPORTS 

1954 1953 
Brooklyn Union Gas Year Dec. 31 $2.50 $2.01 
Daystrom Inc. 9 mos. Dec. 31 1.53 1.31 
General Motors Corp... Year Dec. 31 9.08 6.71 
Sheaffer (W. A.) Pen Co. ... .. Quar. Nov. 30 1.54 1.01 
American Distilling Co... . Quar. Dec. 31 1.37 -80 
Remington Rand Ine... eee Quar. Dec. 31 95 59 
American Zinc, Lead & Smelt................... Year Dec. 31 2.19 1.91 
| | Race aa Pe ee eer Quar. Dec. 31 -90 38 
Beech Aircraft Corp..................................... Quar. Dee. 31 1.48 1.05 
Keystone Steel & Wire.............................. Quar. Dee. 31 1.03 55 
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jmargin. This compares with a fig- 
yre of 35.2% shown by a similar 
survey made in September, 1952. 
These transactions by the so-called 
“public” accounted for 76% of 
trading volume during the week 
studied, those of brokerage firms, 
brokers and floor traders for the 
balance. Operations of all types of 
institutions are included in the 
total for the “‘public,” yet they are 
almost entirely on a cash basis. 
This implies that the 52.5% figure 
for the sample December week un- 
derstated the margin operations of 
“public” individuals—which is to 
say John Q. Public. The study also 
showed less long-term investment 
buying by individuals than earlier, 
more short-term trading. 





















Shoes 


There was overproduction of 
| shoes to a moderate extent in 1953, 
and some inventory excess at the 







stocks recently edged up to new 
1954-1955 highs. On the basis of 
quality and yield, our first choice 
for income return would be Mel- 
ville Shoe, biggest combined 
manufacturer-retailer. Earnings 
should be close to $2.30 a share 
this year, against around $2 esti- 
mated for last year. Finances are 
strong, policy liberal, the present 
$1.80 dividend secure. Payments 
have been continuous since 1916. 
At present price of 32, the yield is 
slightly over 5.6%. 


February 


On a long-term average, Febru- 
ary has not been too good a month 
for the stock market. In fact, its 
record, even though by no means 
all black, is the poorest of any 
month of the year, at least in terms 
of the Dow averages. Probably the 
reason is largely technical, with 
January advances in a majority of 
years “greasing the skids” for 

















' distributing end to be corrected in 
1954. However, correction took no February correction in bull-mar- 
prom. — great time. Shoe output declined ket years, and with the February 
ve pro. | from the record 1953 level by only bias downward, of course, in bear- 
of the — some 2% last year; and has since market years. The Dow industrial 
irth of § turned upward. As with practi- average has scored net February 
‘tually F cally every other line, retail de- gains in 25 years of its history, de- 
lvance § mand is relatively strong. Produc-_ clines in 32 years. For the rail av- 
ming, | tion and retail sales very likely will erage, the February record has 
sitive § set new records this year. Earn- been gains in 23 years, net declines 
ings of shoe producers probably in 34 years. The record is more 
will better those of last year by “bearish” than it might seem at 
from 5% to 10%, adding to the se- first glance, for the mathematical 
prob- curity of generally conservative odds over a long period of time are 
n 1% dividends. Shoe stocks are “slow that any given month should more 
iares, | MOVers” primarily suitable for in- often been an “up” than a “down” 
en qa | come accounts. Big profits are not month for the market, for the sim- 
ying, | to be made in them, especially on ple reason that bull markets have 
argin | 4 Short-run basis. In some, how- an average duration about twice 
night | ever, long-term appreciation has_ that of bear markets. However, the 
ailed § been substantial. That is true of back record is of little practical 
s be § Brown Shoe, General and Mel- use. Any month can be an excep- 
mber | Ville; less so in recent years of tion to past seasonal trend. Thus, 
» the § Endicott Johnson and Interna- January was an exception, result- 
it in § tonal Shoe, which lagged in press- ing in no significant net change in 
1gac- ing integration on the retail end the level of the industrial average 
kers | through owned store chains. In and bringing a moderate net loss 
e on | line with the outlook, most shoe for rails. Whereas, on the prior 
DECREASES SHOWN IN RECENT EARNINGS REPORTS 
3 1954 1953 
1 New York Central R.R.oo...000oo.ooooooocccccceee. Year Dec. 31 $1.42 $5.27 
1 SUVEGO AVIS COPD... <........cccccsccccccccsccccvessers Year Dec. 31 1.07 1.74 
1 Wheeling Steel Corp. Year Dec. 31 5.48 7.49 
1 Cal | eee eee Year Dec. 31 1.78 4.31 | 
0 Ie Garten MNRUNCAINGS og 605/600 foes kd sdeeccecdsdace cc accectclees Year Dec. 25 1.54 3.12 
) Colorado Fuel & Iron............... Quar. Dec. 31 ae .89 
] Eagle Picher Co. .... Steen ...... Year Nov. 30 2.47 3.28 
3 Granite City Steel..........0.0000. Year Dec. 31 2.04 3.55 
Outboard Marine & Mfg........................00. Quar. Dec. 31 39 -62 
Pittsburgh Steel Co......../..06cscceiescccesccsssosece Year Dec. 31 .62 2.41 
~ OO ———— ———— 
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record, through 1954, there were 
January gains in 36 years, for the 
industrial average, declines in only 
21 years; for rails, a net gain in 
January in 34 years, decline in 23 
years. For reasons nobody can 
fathom, March, the month of heav- 
iest income tax payments, has a 
fairly good record. It has brought 
gains for the industrial average in 
33 years, declines in 24; for the 
rail average, gains in 32 years, de- 
clines in 25 years. Again for ob- 
scure reasons, April, first full 
spring month, has a slightly bear- 
ish record, with the industrial av- 
erage off in this month in 30 years, 
up in 27; and with rails showing 
April net loss in 32 years, net 
gains in only 25 years. 


Best Foods 


This stock kicked around be- 
tween 30 and 40 for a long time, 
but has been trending gradually 
up since about the middle of 1954. 
At 51 currently, it is at the high- 
est level since 1929. Maker of a 
number of well-known branded 
food products, the company has a 
fair earnings record, but an out- 
standing record in maintaining 
strong finances and paying liberal 
dividends each year since 1927. In 
1954 it paid $3 ($2 regular and $1 
special), with earnings at $3.29 a 
share for the fiscal year ended last 
June 30. Results for the current 
year probably will be at least mod- 
erately better, as behavior of the 
stock forecasts. Dividends should 
not be less than $3. They might be 
a bit more. 


Insiders 

Selling by insiders may or may 
not mean bearishness on a stock. 
A large holder may think it pru- 
dent to do some selling purely 
for estate-tax considerations. But 
when insiders buy with their own 
money, that means they neces- 
sarily are bullish on the given 
stock, especially in cases where it 
is not a matter of exercising stock 
options. A few examples of insider 
buying in December, as shown by 
the official records, were: 5,326 
shares of National Tea by a direc- 
tor ; 7,625 shares of Colgate by two 
officers; 5,000 shares of Armour 
by a director ; Guantanamo Sugar, 
2,800 shares bought by the com- 
pany’s president; 6,500 shares of 
Nopeo Chemical by a director; 
1,000 shares of New York Central 
by its president; Parker Rust 
Proof, 4,000 shares by a director; 
Allied Stores, 3,000 shares by an 
officer; and Eastern Airlines, 
1,000 shares by a director. 








The Business Analyst 


WHAT’S AHEAD FOR BUSINESS? 


By E. K. A. 


The problems of “small business” are not becoming any 
simpler, to put it mildly. This is particularly true in manufac- 
turing, where the bigs are getting bigger and competition is 
becoming increasingly intense. 


One of the great difficul- 
ties faced by smaller manu- 
facturers at the present time 
is the fact that “everybody 
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BUSINESS ACTIVITY; 


PER CAPITA BASIS 


MW. S. INDEX is getting into the act.” Nu- 
na Ne (<7 merous smaller manufactur- 
200 oad ers, who prior to the war 


AGO met only competition from 
other producers of about the 
i same size, now are being 
YEAR 
AGO forced to meet really hard 
competition from the “side- 
line” production of large 
corporations. 





It is truly astonishing to 
discover to what an extent 
big business has diversified 
its production since the end 
of the war. For example, 
one large organization — 
best known for its activities 
in radio and television—is an 
important producer of gas 
ranges for the home. 


7 There is no doubt whatso- 
ever that American industry 
has heeded the warning of 
: management consultants to 
“diversify or die.” And, it 
has been only natural that 
the larger companies, better 
financed, have been better 
able to diversify their pro- 
duction than the smaller 
producers. 
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Some of the larger cor- 
porations set aside 5 to 6 
5 per cent of every sales dol- 
lar for research and devel- 
opment of new products. 
Smaller organizations, on 
the other hand, generally 
do not have enough money 
to conduct the necessary re- 
search for new products, al- 
though they do get some 
Ma help from the Small Busi- 
































ness Administration. 


All too fre- 
quently, the smaller 
business man who 
comes up with a 
new product or an 
improvement on an 
old product doesn’t 
have the field all 
to himself for very 
long. Inventive gen- 
ius being what it is, 
innumerable varia- 
tions on the same 
central theme are 
possible without in- 
fringement of pat- 
ent rights. The 
larger corpora- 
tions, naturally, have more inventive genius at their command. 

From the management standpoint, diversification is vir- 
tually imperative under today’s conditions. Industry cannot 
afford to have all its eggs in one basket. The popular taste 
is fickle and, as one product loses its consumer appeal, an- 
other must be ready for promotion to maintain income. Al- 
though diversification is fully as important for smaller manv- 
facturers as for larger manufacturers, the “bigs” definitely 
have the edge. 

With industrial labor costs mounting steadily and apparently 
due to rise still further before long, the theme song throughout 
industry is “automation.” This really is nothing new, simply 
putting machines to do the work that men used to do. But, it 
is being carried to greater lenghs than ever before. Industrial 
engineers are thinking in terms of completely automatic plants, 
with labor needed only for pushing buttons. 

Before a newly invented product can be put on the market, 
a machine often must be invented to make the product at o 
sufficiently low cost to obtain widespread consumer accept 
ance. This isn’t as easy as it sounds. In some cases, products 
have been held up for months and even years while the engi- 
neers worked overtime trying to eliminate the wrinkles in the 
production machinery. 

All of this costs money and lots of it, more than most 
smaller manufacturers can risk. The only alternative for them 
is to use standard machinery and much high cost hand labor, 
with resultant high production costs and resultant difficulty in 
mass marketing. It is not too surprising that a number of 
smaller manufacturers have decided that the game is not 
worth the candle and are deliberately keeping small, concen: 
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trating on a very few time-tried products. 
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| MONEY & CREDIT—Investors in fixed income securities have 
‘been heartened by the success of the Treasurys recent re- 
' funding of $15 billion of called or maturing obligations. Fea- 


‘ture of the operation was the offer of a 3%, 40-year bond, 


' longest maturity essayed by the nations’ fiscal authority since 


\F 1911. This long-term obligation was offered to owners of the 


$2.6 billion of called 2%s of 1955-1960 who were also given 
the option of a 158% note maturing in 13 months. No less 
than 73% of the called bonds were turned in for the 40-year 
obligation, a clear indication that there is still no shortage of 
money for long-term borrowers. The Treasury also did well on 
its over-all exchange offer. Of the $15 billion worth of obli- 
gations involved in the refunding, only 5.6% demanded cash 
for their holdings, a normal attrition in an operation of this 
kind. 

The announcement on January 28 that the Treasury had 
decided to issue a long-term bond did not come as too much 
of a surprise to investors, and the bond markets, which for 
some weeks had been adjusting to the prospect of tighter 
money rates, took the news in orderly fashion. By February 7, 
eleven days after release of the news, the Treasury 34s of 
1983-1978, the issue most competitive with the new bond, had 
lost only % point while the Victory 22s of 1972-1967 gave 
up no more than % point. Corporate obligations were mod- 
erately lower during the same period with most high grade 
corporates losing only a point or less while tax-exempt obliga- 
tions gave up a similar amount. Clearest test of the market 
came in the new-issue field with underwriters offering $25 mil- 
lion of AAA-rated, 40-year Chesapeake and Potomac Tele- 
phone of Baltimore bonds on February 2. Priced to yield 
3.125%, only 14 basis points above the going yield for the 
Treasury's new bond of similar maturity, the issue aroused 
good investor response and the managers were able to close 
the books inside of a week. 

Improved business and slow-down of inventory liquidation 
are reflected in the recent trend of bank loans to business. 
These loans usually contract in the weeks after Christmas but 
the decline this year has been much smaller than in 1954. In 
the five weeks through January 26, commercial, industrial and 
agricultural loans advanced by member banks fell $360 mil- 
lion, significantly under the $859 million contraction of the 
corresponding 1954 period. Early in 1954, manufacturers 
were reducing inventories at a fast clip while no such liquida- 
tion is in evidence this year. This factor coupled with larger 
credit needs of finance companies, resulting from increased 
consumer use of installment credit, have cushioned this win- 
ter's seasonal contraction in loans. 


- 
U 





TRADE—Bad weather has been a limiting factor in recent 
sales promotions although total dollar volume in the week end- 
ing Wednesday, February 2, matched year-ago figures, ac- 
cording to Dun & Bradstreet estimates. The Southwest region 
made the best showing, topping the corresponding 1954 week 
by 6%. Apparel sales declined perceptibly during the week 
with both men’s and women’s wear in slower demand. Pur- 
chases of household equipment were unchanged from the 
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previous week but managed to top year-ago figures by a 
small amount. Sales of furniture, floor coverings and automatic 
washing machines were ahead of last year while demand for 
radio and television sets was slower. 
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INDUSTRY—Industrial activity held at high levels in January 
but did not show the upward momentum of previous months. 
This is the consensus of the National Association of Purchasing 
Agents which notes that new order placements receded 
slightly last month, although output continued at former high 
levels. Manufacturers are still moving cautiously with regard to 
building up inventory even though a moderate upward move- 
ment is visible for prices of industrial commodities. 
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COMMODITIES—The Bureau of Labor Statistics’ weekly index 
of primary market prices rose 0.1% in the week ending Tues- 
day, February 1, to stand at 110.2% of the 1947-1949 av- 
erage. At this level it was up 0.6% from a month ago and 


(Please turn to the following page) 


















Essential Statistics 



















































































































































































Latest Previous Pre- a. 
Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK : 
Date Month = Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) Nov. 3.1 3.2 3.6 1.6 (Continued from page 655) i 
Cumulative from mid-1940. Nov. 570.4 567.3 525.7 13.8 only 0.3% under the January, 1954 figure, F 7) 
Farm products rose 0.8% in the latey—| ” 
FEDERAL GROSS DEBT—$b Feb. 1 278.5 278.5 274.8 55.2 ania: ae meats fell 1.99%. The decline in Dur 
MONEY SUPPLY—$b the latter was responsible for a drop off — 
Demand Deposits—94 Centers. Jan. 26 58.7 58.4 56.1 26.1 0.5% in the index of processed food prices, |f | CARL 
Currency in Circulation Feb. 2 29.8 29.8 29.9 10.7 Among industrial materials, a 10% rise in| Mise 
BANK DEBITS—(rb3)** the price of copper was immediately ref | Md 
New York City—$b iis 63.2 58.8 54.3 16.1 | flected in substantial increases for brass\f| Sr 
344 Other Centers—$b Nov 99.1 90.3 91.5 29.0 and bronze products. . ELEC. 
PERSONAL INCOME—$b (cd2) Nov 287.6 286.3 287.2 102 CONSTRUCTION ACTIVITY was high SOFT 
Salaries and Wages Nov. 197 196 198 99 in January with outlays amounting to $2.8 Cul 
Proprietors’ Incomes Nov. 47 47 49 23 billion, a 13% gain over a year ago. On\p| _** 
iahennn aad Sivihients on as a5 a 10 a seasonally adjusted basis, construction| § | Petr 
Teanshor Payment aon. as 7 14 10 expenditures during January, on an annual Cr 
(INCOME FROM AGRICULTURE) Nov. 14 14 16 3 basis, exceeded $40 billion, which com. Cc 
POPULATION—m (e) (cb) ie: 163.7 163.5 1609 1338 | pares with outlays of $37.2 billion for all|f| Fu 
Non-Institutional, Age 14 & Over | Dec. 1168 1166 115.6 101.8 | Of 1954. Private building amounted to $2.0 He 
Civilian Labor Force Dec. 63.5 646 630 55.6 | billion last month, a new record for aif | ii, 
Armed Forces Dec. 3.3 3.3 3.5 1.6 January and nearly 20% above January, 5 
ployed Dan 2.8 29 23 3.8 1954. The main impetus to the improvement | | — 
Employed Dac 60.7 61.7 60.7 51.8 in this category came from private home ste 
In Agriculture Dec. 5.3 6.2 5.4 8.0 | building activity which topped a year ago|f| © 
Non-Farm Bac. 55.4 55.6 55.3 43.2 by one-third. Industrial construction contin- ENC 
Weekly Hours i 413 40.6 41.6 42.0 ued the moderate rise which started in f 
October, with January outlays somewhat C 
ng Hh galanin cae) “i ya pi eo si higher, at a time when a decline is usual. | F | aap 
Trede a nk as ny a Public construction expenditures were un- ; 
ec. . PR ° . . 
changed from a year ago with reduced ( 
— / youl pero ped 117 | Federal outlays offset by increased State 
Weekly Hours Dec. 40.5 40.2 40.2 40.4 i ial Y t Y di 
Hourly Wage (cents) Dec. 1.83 1.83 =~ oe ee oie nary tied 
Weekly Wage ($) Dec. 7412 73.57 72.36 21.33 FREIGHT CAR manufacturers have ex: 
PRICES—Wholesale (Ib2) Feb. 1 110.2 110.1 -110.5 66.9 | perienced a sudden surge in incoming : 
Retail (cd) Nov 207.4 207.6 209.1 1162 | orders with no less than 5,800 cars being to 
COST OF LIVING (Ib2) a “cs sk se 659 ordered in the last 10 days of January, in- fo 
Food <a 14 44101 48S 64.9 | cluding 3,300 for India, the biggest foreign . 
Clothing “si 1043 1046 «1083 59.5 | order since 1946. These late figures on new 
Rent eee 1994 1292 107% 39.7 | Orders show a big recovery from recent ; 
levels. Thus new orders for all of December 
RETAIL TRADE—$b** amounted to only 2,685 freight cars. Do- N 
Retail Store Sales (cd) Nov 4 14.1 14.1 47 | mestic freight car deliveries came to 2,173 I 
Durable Goods. Nov. 49 47 5.0 1.1 | units in December and order backlogs on 3 
Non-Durable Goods__-__ | Nov. 9.4 9.4 9.1 3.6 December 31, amounted to 15,317 cars, - 
Dep't Store Sales (mrb)__ | Nev 0.86 0.86 0.86 0.34 | G far cry from the 29,950 cars on order a 
Consumer Credit, End Mo. (rb)______ | Nov ich sie ta 9.0 | year earlier. Industry observers are hoping | 
MANUFACTURERS’ that the sharp pick-up in recent weeks 
New Orders—$b (cd) Total** Dec. 25.3 24.4 22.0 14.6 marks the beginning of the long-awaited 
Durable Goods Dec 12.3 11.5 9.6 7.1. | recovery in railroad buying. 
netieadiis: Meade Dec. 13.1 12.8 12.5 7.5 i 
Shipments—$b (cd)—Total** Dec. 24.9 24.4 24.1 8.3 | Corporate CASH DIVIDEND PAY- 
Ratehia Gand: Dec. 12.0 11.6 11.6 4.1 | MENTS rose to $9.2 billion last year, up 
Nea-Durable Geods Dec. 12.8 12.8 12.6 4.2 | from $8.5 billion in 1953, the Commerce 
Department has reported. The increase in 
BUSINESS INVENTORIES, End Mo.** dividends in the face of somewhat lower 
Total—$b (ed) Dec. eid sinegl sin 28.6 | corporate profits was the result of a num- 
Manufacturers’ Dec. 43.8 43.8 oF 164 ber of factors, including a reduction in 
Wholesalers’ ame — ecu pic ret capital expenditures and a rise in depre- 
Retailers’ Dec = = peal ee ciation allowances, both of which made for 
Dept. Store Stocks (mrb) Dec. wid ce vind - improved cash positions. This enabled 
BUSINESS ACTIVITY—1—pe Jan. 29 203.3 2028 191.3 141.8 | many corporations to increase the propor- 
(A. W. S.)—1—np. Jan. 29 256.0 255.4 1367 1465 | tion of pay-outs to earnings from the low 
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UTLOOK i Latest Previous Pre- 
I Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
55) | Date Month Month Ago Harbor* 
54 figure. ] INDUSTRIAL PROD.—Ia np (rb) Dec 130 129 126 93 levels of recent years. Among manufactur- 
in latey| 1 Mining Dec 116 112 113 87 ing firms, nearly all groups increased their 
decline inf Durable Goods Mfr. Dec 145 143 142 88 payments last year. Notable gains in pay- 
1 drop ot| | Non-Durable Goods Mfr Dec 119 118 112 89 ments were made by aircraft producers 
od het: '| CARLOADINGS—t—Total Jan. 29 642 636 628 933 while onal higher payments were 
6 cia | = iain 33) 330 340 379 — or the electrical machinery, metals, 
lately re.|B| Mdse. LC. L Jan. 29 61 60 63 66 oil refining, food and paper groups. Tex- 
for brasi| Groin Jan. 29 4 48 45 3 tile and leather firm disbursements were 
down again for the third year in a row. 
ELEC. POWER Output (Kw.H.) m Jan. 29 10,003 9,981 8,855 3,266 All nonmanufacturing groups reported 
was high|f | SOFT COAL, Prod. (st) m Jan. 29 8.8 8.5 8.4 108 | higher payments than in 1953. 
J to $28 Cumulative from Jan. 1 Jan. 29 34.5 25.7 33.7 44.6 * * * 
ago. On Stocks, End Mo Dec 69.2 71.0 80.6 61.8 
eieustie eceieessthiias CEMENT PRODUCTION set another 
PETR eee new high last year with output at 270 mil- 
n annual Crude Output, Daily Jan. 28 6.7 6.7 6.3 4.1 ij : 
ion barrels, the tenth consecutive year that 
ich com. Gasoline Stocks. Jan. 28 170 166 168 86 pelea o Baty pore . 
n for all Fuel Oil Stocks Jan. 28 48 5) 46 94 P ee ee 
isiglinwe output in 1954 is estimated at 93% of 
1 to $2.0 Heating Oil Stocks Jan. 28 89 96 84 a5 h S : 
ites theoretical capacity but the need for regu- 
mei LUMBER, Prod.—(bd. ft.) m Jan. 29 252 241 197 632 lar close-downs for repair and renovation 
eau Stocks, End Mo. (bd. ft.) b Dec. 9.1 9.1 9.0 7.9 means that production was close to the 
i hee STEEL INGOT PROD. (st) m ne 83 8.1 79 70 limit of realizable output. The Bureau of 
ear ago Cumulative from Jan: 1 Dec 88.3 80.0 111.6 74.7 Mines has estimated that the industry will 
na have to increase its capacity by 15% by 
"| [| ENGINEERING CONSTRUCTION the endef 1986 te meet ta 
irted in AWARDS—$m (en) Feb. 3 280 258 194 94 iciiiiahianid trains bg een 
mewhat Cumulative from Jon. 1 Feb. 3 1,575 1,295 961 5,692 F y ee 
i alll of cement last year, accounting for about 
ae ie MISCELLANEOUS 50 million barrels and demand from this 
eulvadl Paperboard, New Orders (st)t Jan. 29 244 227 232 165 source appears to be heading higher. Resi- 
d State Cigarettes, Domestic Sales—b Oct. 32 33 35 17 dential and non-residential construction 
Do., Cigars—m Oct. 567 569 589 543 also were big users, consuming between 
Do., Manufactured Tobacco (Ibs.)m. | Oct. 18 19 18 28 them, about 30% of total output. 
IVE ex- b—Billions. ch—Census Bureau. cd—Commerce Dept. cd2—Commerze Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
coming cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. 1—Seasonally adjusted index 
bela (1935-9—100). la—Seasonally adj. index (1947-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long 
| . 9 tons. m—Millions. mpt—At mills, publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation 
ary, in- for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb3—Federal Reserve Bank of N. Y.—1941 data is for 274 centers. st—Short tons. 
‘oreign t—Thousands. *—1941; November, or week ended December 6. **—Seasonally adjusted. 
nN new 
recent THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
ember 
s. Do- No. of 1954-'55Range 19551985 | hn ” — ; yee ae 
2,173 lewes (1925 CL—100) High low Jan. 28 Feb.4 | 00’ uiGH PRICED STOCKS 188.1 1240 1848 188.1 
igs on 300 COMBINED AVERAGE.......... 294.2 192.8 289.9 294.2H | 100 LOW PRICED STOCKS ..... 361.2 225.0 354.2 361.2H 
cars 
der ‘ 4 Agricultural Implements.......... 291.9 189.7 286.5 291.9H 4 Gold Livia, Game 517.4 756.1 727.6 
5 3 Air Conditioning (‘53CI.—100) 123.0 99.0 110.2 107.9 Pe SC) PEO 77 99.5 148.2 149.7H 
oping 10 Aircraft (‘27 Cl.—100)............ 1084.9 404.4 1020.0 1084.9H 3 Liquor (‘27 Cl.—100).............. 1080.1 805.8 993.7 1004.5 
weeks 7 Airlines (‘27 Cl.—100)............ 1044.3 $12.3 1023.4 1033.9 SE GSO occ onus sos nvcctocscscces 333.9 210.0 333.9 333.9 
‘aited 4 Aluminum (‘53 Cl.—100)........ 206.9 99.0 200.9 206.9H 3 Mail Order aia 170.7 110.2 170.7 170.7 
7 Amusements ..................0:c0008 159.8 87.6 153.4 156.6 4 Meat Packing ........ nee 120.0 85.7 117.6 118.8 
9 Auto Accessories .... 321.0 241.3 311.4 321.0H 5 Metal Fab’cat’g (53 Cl—100) 165.6 101.0 165.6 165.6 
ie INCPOPION TEIN ccs caso cca dciecsccssacesee 47.5 38.4 47.1 47.1 10 Metals, Miscellaneous .... 372.7 215.1 369.0 372.7H 
PAY- 4 Baking (‘26 Cl.—100).............. 29.2 23.0 28.9 29.2 MERCER sieeve tesa 807.5 466.0 767.1 799.4 
3 Business Machines .................. 744.5 362.3 717.9 744.5H | 22 Petroleum ...............-cccccccseeee 608.0 412.1 596.0 608.0H 
r, up 
nerce AGT RRIRS 5 55a2<dovcsiccssadvasasioisa 491.2 369.3 481.4 486.3 22 Public Utilities 239.6 194.4 239.6 239.6 
se ee ee 15.6 9.4 15.3 15.6H | 7 Rail Equipment 80.9 52.8 77.1 80.9H 
se in 4 Communication ..................... 107.1 61.0 106.0 107.1H PARE UNM occ 5 dock na secede sancstaxneen 66.7 51.0 66.7 66.0 
ower DF COMRIUGHON: 2...50.:cccccescccecesises 114.1 64.0 111.9 114.1H 3 Soft Drinks 473.7 380.1 459.9 473.7H 
num- I COMMMOE © iccccansesscsncacncaseesaenes 7259 495.4 696.9 711.4 11 Steel & Iron 235.0 133.8 228.3 235.0H 
oie Pe IMNMN sco 2 acces cecst a deticerianabeaion 247.7 140.6 243.1 247.7H MIME ooo cdi ccccatsasesasicavesacaaees 60.7 47.3 60.7 3 
nin | ern 129.1 102.0 120.0 120.0 IN oa cisatenncienn: 855.1 5643 846.7 8467 
}pre- WGI, OROROD <. cecccicsecscsersscessies 83.2 56.8 81.6 83.2H 10 Television (‘27 Cl.—100) 42.3 29.0 41.1 42.3H 
2 for 5 Drugs—Eth. (‘53 Cl.—100)...... 135.0 97.0 131.0 129.6 I coh ts thteanal 158.9 101.3 155.9  158.9H 
bled 6 Elec. Eqp. (’53 Cl.—100)........ 163.8 99.0 160.7 163.8H S Tine & Rubber: :.........60:0c000c60:. 149.4 86.3 143.6 149.4H 
EUAN oa dese. = ss Seecakcey shades 626.5 394.8 620.3 626.5H COCR 8 28 oes ceca desnacesseess 87.1 73.5 86.2 86.2 
por- 6 Food Brands ... 269.2 194.6 269.2 266.6 2 Variety Stores 0.2... 317.7 274.4 315.0 315.0 
low 3 Food Stores 151.6 130.2 147.8 149.2 15 Unclassified (‘49 Cl.—100)...... 152.2 106.2 149.3 152.2H 
H—New High for 1954-55. 
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Most commodity futures were somewhat easier in the two 
weeks ending February 7, despite buying flurries based on 
increased international tension. Coffee turned down sharply, 
accounting for a good part of the 2.43 point decline in the 
Dow-Jones Commodity Futures Index, in the period under re- 
view. May wheat lost 24 cents in the two weeks ending Feb- 
ruary 7 to close at 225%. Substantial rainfall in the Southwest 
drought areas was thought to have given a new lease on life 
to winter wheat areas that had been hard hit by the dry 
season. Government sales of the bread grain continue at high 
levels, with the total for the period from July 1, 1954 through 
January 21, 1955, amounting to 142 million bushels, which 
compares with sales of only 47 million bushels in the cor- 
responding period a year earlier. Exports from this country 
are well above last year, although most of the sales are from 









surplus holdings of the Commodity Credit Corporation. 
corn lost 1% cents in the fortnight ending February 7 to do 
at 155%. The Agriculture Department has increased acregg 
allotments applicable to this year’s crop, which should meg 
a bigger harvest this Fall. Movement of corn to market hy 
fallen off substantially in recent weeks ,indicating that fq 
stocks have been largely liquidated. May cotton lost 15 poinj 
in the two weeks under review to close at 34.79 cents. 

CCC announced that it would offer cotton for sale from it 
stocks in line with he commodiy disposal program but trad 
did not appear particularly disturbed by this developmen 
The textile picture is mixed with heavy goods lagging. Th 
Government will soon announce the minimum loan rate fy 
1955 cotton and this is expected to approximate 33.45 cenki 

a pound for the middling fifteen-sixteenths inch variety. tf 


















WHOLESALE COMMODITY PRICES 








130 


ALL COMMODITIES 
1947-49 — 100 


130 









































[ 
























































70 
60 























ose nO! 
: he : 
















































































Date 2Wks. 3Mos. 1Yr. Dec. 6 

Jan.27 Ago Ago Ago 1941 

22 Commodity Index ....................... . 91.8 90.9 90.4 87.1 53.0 
PW ROORUMIIE. 5 6s-occiscscscssisechsosscncaccn Bae Oe Bek 7a 61 
3 Raw Industrial 00.0... «92.2 90.7 89.0 80.8 58.3 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1954-55 1953 1952 1951 1945 1941 1938 1937 
EE 154.4 162.2 181.2 215.4 111.7 889 57.7 86.6 
Re 147.8 147.9 160.0 1764 98.6 58.2 47.3 546 


1948 1949 1950 1951 1952 1953 1954 1955 aa 1985 


U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—1947-1949, equals 100 
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Date 2Wks. 3Mos. Yr. Dect 
Jan.27 Ago Ago Ago 194! 


5 Metals .......... dtédéverdivisistiscstoaccets OOO NOOR “TOO (62.0 “imma | 
MNIOENOS ous ces ps ssc cicseres tease dn . 868 85.7 86.2 88.2 563 


4 Fats & Oils ooo. cece 68.6 69.0 69.8 72.1 SSO | 





| COMMODITY FUTURES INDEX }f| 
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Average 1924-26 equals 100 
1954-55 1953 1952 1951 1945 1941 1938 1937 


RUIN ss. issscsrcaee 183.7 1665 1925 2145 958 743 65.8 94 
NOW osc csccusaccsy 167.2 153.8 168.3 1748 83.6 587 57.5 64] 
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deferred for some time. 


| Standard Oil of New Jersey directors caused some 
‘disappointment among investors when they failed to 
‘recommend a stock split. The last time the stock was 
split was in June 1951, when a two-for-one split was 
rordered. Possibly, the management believes there is 
enough stock now outstanding after the issuance of 
'48 million shares last year in exchange for 5.4 mil- 
‘lion shares of Humble Oil & Refining. Earnings, not 
reported yet, are believed to have been about $9.50 a 
share for 1954 on the 65.4 million shares presently 
‘outstanding compared with $9.13 a share in 1953 
on the 60.5 million shares then outstanding. With 
no new financing in sight, and 1955 capital expendi- 
tures to be provided for, another stock split may be 


WHAT'S NEW? 


—A Record of Important 
Company Developments 


Montgomery Ward management has filed an ap- 
peal with the Circuit Court of Illinois to set aside 
its recent decision that the existing method of elect- 
ing directors on a staggered basis is illegal. In the 
meantime, the contending Wolfson faction is making 
every effort to prevent adjournment of the annual 
stockholder’s meeting scheduled for April 22 and 
for that reason is seeking an early decision on the 
appeal. In recent months, the activity and strength 
in Montgomery Ward stock has been largely based 
on buying by the Wolfson interests in anticipation 
of their gaining control of the company. A court de- 
cision, one way or the other, is bound to have imme- 
diate repercussions on the stock. Until the Court, 











however, makes its decision known, the stock is 



























| 
| Important Dividend Changes 
| I § 
January 26-February 8 
INCREASED DIVIDENDS | EXTRA OR SPECIAL DIVIDENDS 
New Rate Period | Rate 
Hamilton Watch $ .30 Qu. | Boeing Airplane $ 25 
Kinney (G. R.) 40 Qu. | Cornell Dubilier .20 
. R. ‘ I 4 
| ‘5 | Swift & Co. 50 
eapiadeams 25° Qu. | M. & M. Woodworking 15 
| Budd Co. 30 | The Fair 10 
Columbia Brdestg. “A” & BY .50 Western Air Lines 15 
Hilton Hote's 50 Qu. | Sheaffer Pen 45 
Armco Steel 90 | STOCK DIVIDENDS (Including Stock-Splits) 
Beaunit Mills 50 | "> ae wieianae 
Vs | uthorize ropose 
Rexall Drug — o- Houston Light & Power 5% 
Armstrong Cork -90 | Bangor & Aroostook 5 
Chicago Pneu. Tool 3712 | General Dynamics 100 
South Carolina Elec. & Gas 2212 | Western Union Tel. 4 for! 
Bristol Myers 35 | PRE 16a cs 
Filtrol Corp. .30 | YEAR-END DIVIDEND 
Flintkote Co. aid | Pethlehem Steel 2.25 
Woodward Iron 1.00 Qu. | a 
Continental Oil 70 | IRREGULAR DIVIDEND 
Minnesota Mining & Mfg. .40 | New York Shipbuilding 50 
International Nickel .... 55 ) Ss aa ee ; 
Jewell Tea Sandad ea Dien cic ei 
St. Joseph Lead E 75 | Wileon Jones 
Grant, W. T. 45 Qu. | Brunswick-Ba'ke-Coll. 
Western Union Tel. 1.00 | Pittsburgh Steel 
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likely to hold within a compara- 
tively narrow range. 


Chesapeake & Ohio Rwy. reg- 
istered the fourth straight monthly 
gain in earnings in its January re- 
port. The gain in the first month 
of the vear was substantial with 
profits totaling $3.7 million com- 
pared with $2.4 million in January 
1954. Earnings improvement is 
ascribed to greater traffic with 
proportionate gains in gross rev- 
enue and to operating economies. 
In 1954, the road earned $5.01 a 
share compared with $6.04 a share 
the previous year. In view of the 
generally favorable economic situa- 
tion, with particular reference to 
the improvement now taking place 
in coal loadings, the road should ex- 
ceed 1954’s earnings in the present 
year. 


J. P. Stevens & Co. directors are 
hoping that the 50-cent quarterly 
dividend can be restored this year. 
In the final two quarters of the fis- 
eal year 1954 (ended Oct. 31.), the 
dividend was reduced to 25-cents a 
share quarterly. The chairman 
forecasts “considerable improve- 
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ment” over 1954 when sales fell 
sharply to $277.5 million from the 
previous year’s total of $334.5 
million. With the long-drawn out 
adjustment in the textile industry 
now apparently over, a worth- 
while gain over the 90-cents a 
share reported for fiscal 1954 
should be witnessed. The stock in 
recent weeks has reflected this im- 
proved prospect by somewhat 
firmer market action. 


Central Hudson Gas & Electric 
Corp. reported a significant 1954 
gain in net income over 1953. This 
amounted to 16%. Due to dilution 
of the shares last year, however, 
the improvement does not show 
up too conspiculously on a per 
share basis, earnings amounting 
to 94 cents on the greater number 
of shares, as against 90 cents a 
share in 1953. Of particular in- 
terest to the company is the con- 
struction of a new laboratory at 
Poughkeepsie by International 
Business Machines. This is part 
of a new industrial development 
in the central Hudson region 
which will be aided by the new 
Thruway. 


General Steel Castings Corp., is 
understood to have under consid- 
eration calling for redemption the 
remainder of its 100,000 shares 
of outstanding preferred stock, 
of which about 75,000 shares are 
affected, the company, in recent 
years, having repurchased about 
one-fourth of the outstanding 
stock. Under the plan now being 
considered, the stock would be re- 
deemed next April 1 at $110 a 
a share plus $1.50 accrued divi- 
dends. 


Lukens Steel Co., is planning a 
significant move which will in- 
clude the manufacturing and 
marketing of end products. The 
resulting diversification and po- 
tentially broader markets will 
reduce the company’s dependence 
on basic steel production. Lukens 
has not given any details on the 
new developments, but it may be 
presumed there will be no major 
financial problems involved in 
view of its sound working capital 
position. Similar attempts can be 
expected on the part of other 
smaller steel companies, consider- 
ing their less generally favorable 
competitive position under exist- 
ing conditions. 


Lambert Co., directors, simul- 
taneously with similar action by 
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directors of Warner-Hudnut, Inc., 
have approved plans for a merger 
of the two companies. Under the 
proposal, to be voted upon by 
stockholders of both companies 
sometime in March, the merger 
would be effected by an exchange 
of one share of Warner-Hudnut 
common for each share of Lam- 
bert Co. common. The consolida- 
tion would bring together two or- 
ganizations well established in the 
pharmaceutical specialties field, 
with Warner-Hudnut also con- 
tributing its broad line of cos- 
metics and its dynamic manage- 
ment. 


Borden Co., in line with its pol- 
icy of expanding activities of its 
chemical division has acquired the 
American Monomer Corp., and 
Monomer-Polymer, Inc. The lat- 
ter company is engaged in re- 
search on thermoplastic mate- 
rials and produces specialized 
monomers and polymers for re- 
search use and American Mono- 
mer, a large producer of polyviny] 
alcohol, also manufactures a 
broad line of solid thermoplastic 
resins. These acquisitions give 
Borden one of the broadest and 
most varied thermoplastic and 
thermo-setting line in the country. 


Alleghany Ludlum Steel Corp., 
in conjunction with Arthur D. 
Little, Inc., has formed Nuclear 
Metals, Inc., to serve as contrac- 
tor-operator of the atomic energy 
metallurgical research laboratory 
at Cambridge, Mass. The labora- 
tory staff will devote its attention 
to research in reactor and other 
materials, including uranium, 
beryllium, zirconium and alloys 
closely associated with develop- 
ment of atomic energy. This new 
association marks another step 
into the field of new metals for 
Alleghany Ludlum which is one of 
the largest producers of stainless 
steel and the fabrication of tita- 
nium metal. Net earnings of the 
company, reflecting the general 
decline in the steel industry’s 1954 
operations, were down to $2.30 a 
share last year from $4.40 for 
1953. Substantially better results 
are looked for in the current year 
with improved demand for all 
products now being recorded and 
with flat-rolled electrical and 
stainless steel facilities of the 
company operating at near-capa- 
city rates. 


R. J. Reynolds Tobacco Co., on 
a decline of about $62 million in 
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1954 sales—a drop roughly . il 


portionate to that of other cigaf “ 
ette manufacturers—showed # 
increase of about $11.6 million; of 
net income. This increase we 
about equal to the saving the conf (Con 
pany was able to effect as a regi: 
of the demise of the excess proff, Of im 
tax which took $12 million $js to dé 
1953. Net earnings in 1954 if takes p! 
creased to $4.19 a share fry pmarket 
$3.12 a share for the previo compar’ 
year, the gain being donated ef ing the 
tirely by EPT elimination. Unle§) 1953 an 
sales increase in 1955, a furthd change 
gain in per share earnings th€ market 
year, comparable with that regif that pe! 
tered in 1954 over 1953, will Mf how the 
more difficult to achieve, as thf selves 
favorable tax comparison will yf how th 
longer be available. Howevef ings he 
with earnings for the currerf It will 
year almost certain to correspon§ dollar 
with 1954, the stock has defini{ the gr 
merit at prevailing price of 4fPwas V 
yielding the above-average inf than a 
come for this market of 5.4%. — extent 
varies 
Raytheon Manufacturing Cif ™ the 
Expansion of the radar net whiig 2¢t P: 
is expected to give full protecting chang 
to the defense of Canada and tig t will 
United States, will mean substarg the Pé 
tial business for manufacturesf X €° 
of radar equipment. Raytheon if "Mes 
one of the leaders in this field anig. T&S 
recent strength in the issue is a} S°M¢ 
tributed in part to these newef tal in 
developments. Another factor if &Y" 
the progress the company ha si 
made in the past year or two inf °% — 
organizing its business on an ing 20 | 
creasingly efficient basis. shar 
incre: 
Penn-Dixie Cement Corp. hia 
just reported earnings of $4.8 mi: Ex 
lion or $6.72 a share on 722,563 ie 
shares of capital stock outstantf topJ0 
ing at the year-end. This is a 44° 


- : aaa Price 
increase over net income of $33 great 
million for 1953 equal to $5.57: by tl 


share on 602,136 shares then out-f tho - 
standing. In view of the propose’ jner, 
$50 billion road-building prograt} five 
of the Federal Administratio} fo, 
super-imposed upon normal ¢¢} had 
ment expenditures, the industt'} anq 
is faced with high sustained def the | 
mand for years to come. Pent: 0: 
Dixie has eight plants in fou} tyre 
states with a 12 million-barref port 
annual capacity, subject to addelf hay, 
expansion, as sales which hav™ whi 
gained more than the industry af plac 
erage since 1946 expand furtherf pric 
The stock has already discounte’f  froy 
much of this favorable outlook— out 
rising from the 1953 low of 37:8 peti 
to current levels around 75-80, but sev: 
(Please turn to page 676)§ cha 
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(Continued from page 633) 


» Of importance to the investor 
His to determine the shift which 
takes place from time to time in 
Smarket valuation of earnings. A 
Fcomparison of the columns show- 
‘ing the price X earnings ratio for 
11958 and 1954 indicates the great 
‘change that has taken place in 
‘market valuation of earnings in 
that period. It is not enough to see 
how the prices of the shares them- 
‘selves have changed but to see 
how the market valuation of earn- 
ings has changed in the interim. 
It will be recognized that every 
dollar of earnings, regardless of 
the group, at the end of 1954 
4 was valued considerably more 
ing than at the end of 1953 but the 


fro 


Nleg 


thi 


4%, fF extent of the increase in valuation 
varies markedly. This is indicated 
rq (if in the column “percent change in 


which net per share’’ and “‘percent 
tectinf change in price-earnings ratio.” 
nd th It will be seen that in some cases 


bsta.§ the percent increase in the price 
‘tures X earnings ratio exceeded, some- 
eon if times by a wide margin the in- 


Id ani 


‘is 


newer 


tor 


v ha 


wo 


an it 


crease in earnings per share. In 
a. Some cases, there were substan- 
tial increases in market valuation 
even where earnings had de- 
creased, or remained static. In 
if other cases, market valuation did 
not keep pace or fell behind 
sharply, even when earnings 


increased. 
has Group Performance 
A Examining the performance of 
ree: the various groups listed in the 
; Ad’ table according to the ratio of 


ry price X earnings, we find that the 


greatest relative gain was made 


i by the steels and the smallest by 

U"} the foods. Actually, the rate of 
pose’ increase in market valuation was 
os five times as much for steels as 
+ for foods. Merchandising stocks 

i had the next smallest gain. Paper 
: i and aircraft, in that order made 
‘ (¢) the largest gains after the steels. 
bee One of the most significant fea- 
oul tures in this analysis is that it 
arr’ portrays clearly how the groups 
ddet have shifted their position. Thus, 
hav’ while chemicals still retain first 
y af place with reference to the ratio 
‘he f price X earnings, steels shifted 
nte’f from last in our table to seventh 
ae out of the ten groups listed; the 
37: petroleum group dropped from 
7 b> seventh to eighth. The rest of the 
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changes in the position of the dif- 
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ferent groups are indicated below: 


Position Position 

1953 1954 

chemical .. (1) chemical (1) 
food .... (2) paper . (2) 
paper ... .... (3) electrical (3) 
merchandising ........(4) food (4) 
electrical (5) merchandising (5) 
building (6) building (6) 
petroleum (7) steel Bae 7) 
machinery (8) petroleum .... (8) 
steel .... (9) machinery vee (9) 
aircraft (10) aircraft (10) 


Within the groups, the position 
of individual stocks has shifted 
insofar as the market valuation 
represented by the percent change 
which took place in the ratio price 
X earnings is concerned. Thus, in 
the aircraft group, the greatest 
percent change in market valua- 
tion took place in Boeing, whose 
earnings at the end of 1954 were 
valued 70% higher than they 
were in 1953. The lowest gain 
took place in Lockheed’s valua- 
tion which was only 27% higher 
than in 1953. (The reader should 
remember that we are discussing 
the ratio price X earnings and not 
price changes.) It may be argued 
from this comparison that Boeing 
has thus far received the greatest 
market recognition of its gain in 
earnings and Lockheed the low- 
est. This might mean, from a mar- 
ket standpoint, that Lockheed is 
now the cheaper of the two. 


Offering this as an example of 
the value of the yardstick of price 
X earnings, it is suggested that 
the reader study the relationship 
between the percent change in net 
earnings per share between the 
years 1953 and 1954, and the per- 
cent change which took place in 
the price X earnings ratio of the 
individual stocks listed. He will 
find that the way in which the mar- 
ket has valued the change which 
took place in the earnings of these 
companies varies considerably 
from stock to stock. This is a valu- 
able guide as it shows the extent 
to which the market has re- 
sponded to earnings changes in 
individual cases. In the table 
below we show the percent of 
earnings gain between 1953 and 
1954 reflected in the price of the 
shares of the individual com- 
panies listed as they were re- 
corded at the end of last year. 
Price changes since that time, of 
course, will alter the ratios but 
not too substantially. 

To simplify the meaning of the 
table, we offer several examples. 
Thus, the figure 80% for Boeing 
indicates that 80% of the increase 
in earnings between 1953 and 
1954 were reflected in the price 
X earnings ratio. In other words, 
the rise in earnings was not quite 
(Please turn to page 665) 











AIRCRAFT % 
Boeing 2 80 
Douglas 73 
Lockheed 58 
North Amer. 60 


United Aircraft 


BUILDING 


Amer. Radiator 172 
Johns Manville — 


Nat'l Gypsum 60 
Pitts. Pl. Glass 1150 
U. S. Gypsum 30 
CHEMICAL * 
(see note) 
ELECTRICAL 
Cutler Hammer 860 
Gen. Elect. 217 
McGraw 2 
Square “D” - 
Westinghouse 173 
FOOD 
Gen. Foods 80 
Nat'l Biscuit 117 
Nat'l Dairy ............. oo 
Stand. Brands 310 
Swift : ey ed 


(Note:* denotes decline in earnings. 





Group Gains-Price « Earnings (1953 to 1954) 


MACHINERY % 
Babcock & Wilcox 160 
Bullard 285 
Cin. Milling —* 
Ex-Cell-O 8 
Ingersoll Rand 1520 

MERCHANDISING 
Allied Stores 875 
Federated Dept. a4 
Mont. Ward —* 
J. C. Penney 87 
Sears Roebuck 450 

PAPER 
Champion 537 
Int’l Paper —* 
Lily Tulip 114 
Scott oes é 195 
West Va. Pulp —* 

PETROLEUM 
Atl. Ref. —* 
Gulf —* 
Phillips ‘ —* 
Shell 1300 
Socony 1200 
Texas Co. 542 

STEEL 
Armco 420 
Beth. Steel —* 
Inland : 420 
Nat'l Steel — * 
Republic —* 
U. S. Steel .-* 






































The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Ferro Corporation 

“What are the growth prospects for 
Ferro Corp.? Please outline principal 
products of the corporation and recent 
earnings and dividend payments.” 

D. A., Laguna Beach, Calif. 

Ferro Corp. is an important 
producer of frit and glaze for the 
manufacture of porcelain enamel, 
and through its other division, 
produces industrial types of elec- 
trical heating units, heat controls 
and automatic switches, powdered 
metal, fiber glass, and chemicals 
and inorganic colors, particularly 
for the rapidly growing plastics 
industry. 

The broad diversification of the 
company’s operations and its 
widespread activities abroad pro- 
vide a good foundation for con- 
tinued growth. Important factors 
in this prospect are the company’s 
policy to continue to expand 
through acquisitions and devel- 
opment of new products through 
research. Progress has been made 
along these lines as a gain of 7.5% 
in consolidated sales were report- 
ed for the first nine months of 
1954, which increased to $30,- 
100,000 from $28 million for the 
corresponding months of 1953. 
Despite the fact that it continued 
to incur expenses for the develop- 
ment of new products, although 
not at as high a rate as last year, 
net earnings for the 1954 first nine 
months increased to $1,300,000, 
equal to $2.14 a share for the out- 
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standing capital stock —there is 
no preferred stock—for a gain of 
28.7% over the $1 million, or 
$1.66 a share on the same basis, 
in the like period of 1953. Con- 
tributing to this latest showing 
has been the substantially in- 
creased sales of foreign subsidi- 
aries, as well as the advances 
made by its various divisions, par- 
ticularly in fiber glass, the output 
of which will have doubled before 
the end of this year, and the con- 
tinued good business in porcelain 
enamel with its increased use in 
the building, ceramic and other 
industries. Ferro, long interested 
in titanium metal through its Hor- 
izon Laboratories, has extended 
its interest in new metals by the 
recent purchase of a minority 
holding in Horizons Zirconium 
Corp., organized to develop and 
exploit inventions relating to the 
production of the metals zirconi- 
um, thorium and uranium. 

According to the chairman of 
the board, consolidated sales for 
1954 will approximate $43 mil- 
lion, a record, which would com- 
pare with $39,341,455 in 1953. 
Earnings for 1954 were equal to 
$3.07 a share on 23,796 additional 
shares outstanding, compared 
with $2.63 in 1953. 

Cash dividends of 80c a share 
annually have been supplemented 
in 1954 as well as in 1953, with a 
total of 4% in stock in each year. 


THE MAGAZINE OF WALL STRE 


“Ts Consumers Power Co. regarded y 

a good grade utility issue? Please fu. 

nish recent earnings and please con, 

ment on the company’s expansion pm. 
” 


Consumers Power Company 


G. H., Bristol, Com, 


Consumers Power Company 
provides electric or gas service j 
the southern peninsula of Michi. 
gan. The company is one of th 
largest domestic utilities. The ter. 
ritory served consists of approxi 
mately 28,500 square miles ani 
has a population in excess of 3 mil. 
lion. Industry diversification js 
good, including the automobile 
automobile equipment, chemical, 
food products, household appii- 
ances, metal and metal products, 
and many other fields. The conm- 
pany also supplies steam heat to 
a few of the communities served 
in its territory. 

Gross revenues for the 12 
months to November 30, 1954 
were $168,738,505 and net income 
was $26,458,508, equal to $3.09 
per common share based on 7; 
417,178 common shares on the 
average outstanding. This com- 
pares with the 12 months to No- 
vember 30, 1953, which showed 
gross revenues of $155,781,773, 
net income $24,295,424, equal to 
$3.08 per share based on 6,691,417 
common shares outstanding on 
the average. 

The company plans expenditure 
of $73 million in 1955 for con- 
struction and expansion, com- 
pared with $69 million in 1954 
The expansion program includes 
$11,700,000 for natural gas facili- 
ties, while one of three 156,250 
KW electric generators will go 
into operation at Saginaw Bay, 
Mich. The other two units, to be 
in operation in 1956 and 1957, 
will bring the system’s capacity 
to 1,870,918 KW. 

The company has recently of- 
fered a $30 million first mort- 
gage bond, due February 1, 1990. 
The proceeds will be used for con- 
struction. 

Consumers Power operates in 

(Please turn to page 674) 
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sciny 
an HIGHLIGHTS 
se fur 
18e ba @ Sales of Continental Motors Corporation and latter represents a value of $13.38 a share, an 
20N pri. consolidated subsidiaries in the fiscal year end- increase from $12.80 a share a year ago. 
ol, Cony, ing October 31, 1954 totalled $182,061,693, as 
compared with $298,438,605 the previous year. © Current assets at the close of 1954 were 
m pany Earnings declined relatively less, amounting to $67,362,396, and current liabilities $35,667,076, 
V1CE In $4,542,748 or $1.38 per share, as compared with the ratio between assets and liabilities being 1.9 
Michi. $6,023,812 or $1.83 per share in 1953. to 1. Net working capital, $31,695,320, was 
of the down only slightly from the all-time high of 1953. 
he ter. @ Dividend payments made to Continental Motors dasa P oa 
proxi stockholders during the fiscal year 1954 totalled © the ee mointained is sireng position 
‘ 80 cents a share. They were made in four pay- as a source of aircraft power plants, and brought 
3 and ‘ 5 out three new aircraft models designed to con- 
her ments of 20 cents each, as in the previous year, fi st sonata ties ‘nites 
: mil. and resulted in total dividend disbursement of Se ee ee 
l § ; 
ohie $2,640,000 in 1954. ®@ Sale of engines and power units for irrigation 
ODUe, . . use looms as a factor of growing importance in 
mical, @ Net working capital at the end of 1954 was the the company’s outlook for the immediate future. 
appli. second-highest in the company’s history, having 
ducts declined by $581,196 from the all-time peak of @ Introduction of V8 engines, in both gasoline 
con. one year earlier. and Diesel versions, was an important forward 
sat | step in 1954. Important additions also were 
"a be @ Reduction in inventories amounted to made to the Continental family of agricultural, 
erved $12,201,667, the greatest reduction since 1945, transportation and industrial in-line Diesels. 
and bank loans were reduced by $3,300,000. 
e 12 @ The gas turbine program on which Continental 
1954 © Capital expenditures for plant additions, tool- Aviation and Engineering Corporation, uncon- 
: ing, machinery and equipment, in the fiscal year solidated subsidiary of Continental Motors, has 
Come 1954, were $5,181,563 as compared with been working for the past three years, under non- 
53.09 $3,658,780 in 1953. exclusive sub-license from its parent company, 
n 1, made important progress in 1954. C.A.E. enters 
the @ Stockholders’ investment increased from 1955 with a substantial backlog of orders. Two 
com: $42,254,564 to a new high of $44,157,312. The turbine models are in production. 
No- 
He STATISTICS 
teu Fiscal Years , 
) : Ended Oct, 31 1954 1953 1952 1951 1950 
we Engine output (horsepower)  —-»-s=—(14,659,577 23,073,000 ~—=21,390,000 16,950,000 14,711,000 
‘a Net sales _ —_ $182,061,693 $298,438,605 $264,219,009  $166,677,855 $96,404,468 
bure Net earnings Pes 4,542,748 6,023,812 © 6,126,021 4,469,063 3,611,245 
20n- Net earnings per common share = =————s‘$1.38 $1.83 _ $1.85 $1.35 $1.09 
om- Dividends per share $080 $0.80 _ $0.60 $0.45 $0.30 
od. Current assets $67,362,396 $104,895,088  $106,074,697 $77,194,737 $44,432,296 





51,185,864 19,376,103 


72,618,572 ‘76,692,367 64 ] 
26,008,873 25,056,193 


29,382,330 


- Current liabilities 35,667,076 5 
, 31,695,320 32,276,516 














Net working capital 


go Ratio of current assets 
to current liabilities 1.9 to 1 14tol 14tol —s 1.5 tol 2.3 to | 


| Long-term debt = $3,320,000 $3,600,000 = $3,880,000 $4,160,000 $4,500,000 
Property, plants & equipment (net) 16,654,419 14,085,545 13,573,156 ~———12,533,919 1,826,934 © 
38,870,752 34,724,731 31,740,668 


Stockholders’ equity 44,157,312 42,254,564 


$13.38 $12.80 $1.78 =< $10.52 $9.62 









































Book value per common share 
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Changes in Money 
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seriously distressed, clearly indi- 
cate a progressive easing of 
money rates from 1953, the first 
year of the Eisenhower Adminis- 
tration, through 1954, the second 
year. 


Spacing Out Maturity Dates 


In one field, it can be stated 
quite definitely that the Treasury 
has adopted a new policy in con- 
trast to the Treasury policy of the 
previous regime. It is the firm be- 
lief at Washington that there 
should be a readjustment of pub- 
lic debt to longer terms. Through 
most of the Roosevelt-Truman pe- 
riod, the Treasury financed itself 
through a multiplicity of short- 
termed issues. For most of the 
period, rates were held down 
through what might be called the 
connivance of the Federal Re- 
serve. It was the claim of the 
Administration that such a course 
was proper as tending to cost 
taxpayers less for service of the 
debt in the long run. 

In May of 1953, the Treasury 
issued a 30-year bond issue at 
314%. This was a sharp depar- 
ture from the very low rate short- 
term securities which the previ- 
ous regime had been issuing al- 
most with the speed of Latin 
American monthly lotteries. So 
unaccustomed was the market to 
such a Government issue that the 
process of digestion seems to have 
been something less than smooth. 
Since their issue, those Hum- 
phrey’s 314’s as they are known 
in the market, have fluctuated 
131% points. After that long in- 
terim, this first long-term issue 
was received like some strange 
new animal in a zoo! 

Now comes this new Treasury 
issue which might, indeed, be re- 
garded as marking a milestone as 
its 40-year term is the longest 
since the 1911 issue of 50-year 
Panama Canal bonds. Its terms 
have been carefully worked out, not 
at the dictation of—in the least— 
but after thoughtful consultation 
with, the Federal Reserve Board, 
as both agencies realize that both 
current money rates and the 
longer term Treasury financing 
have a bearing on the entire 
economy. 

The manner of issue seeks to 
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maintain as much tranquillity as 
feasible in the security markets. 
Holders of lower-rated short term 
Treasury notes and certificates 
can turn them in on purchase of 
$2,611 million of the 40-year 3 
per cents. This provides for an 
orderly refinancing which is of 
the utmost importance because 
the total of February-March re- 
financing of the Treasury must 
reach $15 billion. Up to February 
8, according to a statement by Sec- 
retary Humphrey, 94 per cent, or 
all but $832 million, of the matur- 
ing $15 billion debt had been re- 
funded through the 40-year 3s, and 
two issues of Treasury notes. 


Among the considerations of 
the Washington fiscal authorities 
was the question of competition 
with new corporate and munici- 
pal issues. Some thought had 
been given to the issuance of a 
series of 20-25 year bonds at 
probably 2% % but the Humphrey 
314’s have now only about 28 
years to run and it is the Treas- 
ury’s desire to space out maturity 
dates as much as possible. 


There is no doubt that the 
Treasury wanted to create a safe 
haven for investment money, not 
so much for banks and commer- 
cial organizations as for individ- 
uals, estates and to a considerable 
extent, pension funds. The recent 
rise in the number of pension 
funds, in number as well as in 
phenomenal size of their assets, 
has created a special invitation 
for the creation of sound long 
term securities. It is an interest- 
ing development that there has 
been great liberalization of fund 
investment rules and, to some peo- 
ple, an astonishing acceptance of 
common stocks for investment 
purposes. However, no matter how 
attractive certain equity issues 
may be, a 3 per cent Government 
bond is certain to have consider- 
able appeal to any fiduciary. 


That consumer credit stands at 
a high level appears to have 
caused some worries and while it 
is true that the total has been 
amazingly multiplied in the last 
decade, concern at Washington is 
not yet very serious. The total of 
consumer credit in 1945 was but 
$5,665 million of which $2,462 
million was instalment credit. At 
the end of 1954 the total figure 
stood at $29,209 million of which 
$22,014 was instalment credit. 
For the last two years more than 
two thirds has been automobile 
paper. The servicing of the over- 
whelming volume of this credit 
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depends upon continued employs. 
ment at, presumably, the san 
wage rates as prevailed when th 
indebtedness was incurred. 

A reason, doubtless, why they 
seems little concern about th 
huge volume is that it continua 
at a steady level. At the end of 
1953 the total of instalment credif 


stood at $29,537 million which 


was more than at the end of 1954 
In only one month, March, during 
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the year 1954 did the total dro[-——— ~ 


below $28 billion and in no mont) 
of the year did the total exceg; 
$28 billion. This element of stead. 
iness would seem to indicate that 
there has been no uncontrollea 
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incurring of debt and, of course, 
the relatively even level means 
that old debt is being paid off as 
new is being created. 


Position of Home Mortgage Debt 


One area of special concern re. 
lates to home mortgage debt, It 
is not to be denied that Wash. 
ington authorities are studying 


the growing housing indebtedness fj 


arising from the liberal Veterans 
and Federal Housing Administra- 
tion terms. The fact that a vet- 
eran can purchase a house with 
no down payment means _ two 
things: first he starts with no 
equity established and, second, 


the process of building up an fs 


equity because of the low monthly 
payments and the dead weight of 
the capital sum purchase price, is 
painfully slow. This must mean 
that any serious interference with 
the purchasers’ incomes will re- 
sult in throwing the purchase 
back on the builder and, ultimately 
back on the Government which 
has guaranteed the loan. Seizure 
of the collateral by the Govern- 
ment agency involved makes mat- 
ters worse because to throw 
houses on the market inevitably 
could demoralize the entire real 
estate economy. 

All these factors are watched 
almost hourly by the Treasury 
and the Federal Reserve and as 
they perceive what they regard as 
undesirable situations developing, 
they will apply such measures as 
seem called for. 

It is well within reason that 
there will be another increase in 
the Federal Reserve discount rate 
during the Spring. That will be 
dependent upon such a multiplic- 
ity of factors and no single factor 
can be selected as controlling. But 
it can be accepted as gospel that 
Washington will not seek to im- 
pose any new policies to direct the 
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actices of business and the lives 
the people as happened during 
fe previous generation. Wash- 
gton and especially the Federal 
serve will react to the stimuli 
hich arise from the nation at 
rge. A flexible policy does not 
weclude the possibility of higher 
money rates in the period ahead 
nt the rate of elevation should 
e quite moderate. —END 
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excel Security Values 

stead. 

na (Continued from page 661) 
-ourse, fully represented in the price of 
means fhe stock. In the case of United 
Off a3 Aircraft, the rise in earnings was 


uch more fully represented in 
he price x earnings. In this 
ase, it was 173%. In other words, 
he price x earnings ratio ad- 
anced almost twice as much as 
he earnings themselves: In the 
ase Of Lockheed, only 58% of 
he gain in earnings was reflected 
inthe price X earnings ratio. 

In the table ““Group Gains” the 
igher the figure, the greater the 
ercent gain in the ratio price x 
arnings compared with the per- 
rent change in earnings per share. 
Toput it another way : those stocks 
which have the highest ratio re- 
sponded the most to the gain in 
earnings; those which have the 
lowest ratio responded the least. 
This means that the stocks with 
the highest figures — assuming 
their relative position in earnings 
in1955 does not change materially 
hase f-may have less room to advance 
itely Fthan those with the lower figures. 
hich §0nthe basis of this statistical com- 
zure #parison, the following two stocks 
ern- fleach of the ten industries listed 
nat- #0 the order given could have the 
“ow ggreatest market appeal: 
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rbly Aircraft: Lockheed 
real North American 
Building: U.S. Gypsum 
Pittsburgh Plate Glass 
hed , é ; 
E Chemical: American Cyanamid 
ury Union Carbide 
as Electrical: McGraw 
| as Cutler-Hammer 
ng, Food: General Foods 
as National Biscuit 
Machinery: Ex-Cell-O 
rat Babcock & Wilcox 
in Merchandising: J. C. Penney 
Federated Dept. Stores 
ate : " 
be Paper: _Lily-Tulip 
, Scott Paper 
1C- Petroleum: Texas Co. 
or Phillips 
ut Steel: Inland 
at Armco 
n- It will be noticed that the en- 
he (Please turn to page 666) 
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How would you 
invest 60,000? 


Suppose you’ve suddenly been 
willed that much money. You 
must invest it immediately and 
equally in three listed common 
stocks, reinvest all dividends, 
and hold the stocks chosen for 
three years. Which would be 
your choices? 

Readers of THE EX- 
CHANGE, official magazine of 
the New York Stock Exchange, 
saw the same question in the 
December issue and nearly 
10,000 of them responded en- 
thusiastically and promptly. 
Some of the results are eye 
openers! 

For instance, over 1300 
readers picked the same stock 
as their number-one choice. And 
four other issues each gained 
more than 1000 votes. But the 
full details can be found in the 
February issue of THE EX- 
CHANGE Magazine. 


| | 








are Stockh6ld Name. 
Stock Market 


186 Outstanding 


Vad 





City. 


Address 


THE EXCHANGE Magazine is 
a pocket-size monthly magazine 
published for new investors and 
experts alike. Down-to-earth ar- 
ticles by company presidents, 
famous names, and financial ex- 
perts month after month. Also 
in the February issue, for in- 
stance, you'll find articles such 
ages. 

What are the 186 outstanding 
dividend-paying common stocks 
listed on the Exchange? The un- 
broken records of these stocks 
range from 100 to 364 calendar 
quarters—a completely new 
study! 

Are stockholders necessary? The 
president of Crown Zellerbach 
Corporation makes some impor- 
tant and reassuring comments 
on this subject. 

How important is book value? 
A new study comparing market 
value vs. book value for 1053 
listed common stocks. 

To improve your knowledge 
of stocks, send in the coupon 
below with a dollar bill and re- 
ceive the next 12 issues of 
THE EXCHANGE Magazine. 
This magazine is not sold on 
newsstands. 


THE EXCHANGE Magazine, Dept. D-1 
11 Wall Street, New York 5, New York 
Enclosed is $1 (check, cash, money order). Send me 


|. 

| | 

| | 

| | 

ave MS : your investment booklet “10 BEST”...and also the ; 
pre < ea next 12 issues of THE EXCHANGE Magazine. | 
| | 
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| | 
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A Timely Study of 
Security Values 





(Continued from page 665) 


tire above discussion has been 
based on earnings and the market 
valuation of earnings. Nothing 
has been said about dividends as 
a factor in security values al- 
though, as we stated at the begin- 
ning of the article, dividends are 
the second most important factor. 
However, dividends are, in real- 
ity, an expression of earnings and 
earning power, it has been deemed 
more practical to devote the en- 
tire article to an analysis of earn- 
ing per se and its relation to mar- 
ket price. 

Nothing could be further from 
the author’s mind than to suggest 
that any set of statistical data 
can, by itself, offer a precise guide 
to future market action. The value 
of this study consists rather of 
illustrating the point that a com- 
parison of earnings and the price 
X earnings ratio for the various 
groups and the individual mem- 
bers of these groups can be found 
most useful by serious investors. 
It at least offers them a means of 
becoming much more fully ac- 
quainted, not only with the securi- 
ties they own or may own in the 
future, but with other represen- 
tative issues in these groups. In- 
formation of this sort can often 
provide a useful clue to future 
market action. 





(Editor’s Note: Based on the sta- 
tistical record shown in the table, 
the author has listed in order of 
their market prospects for 1955, 
each of the 53 stocks which have 
been selected for comparison. It 
cannot be expected, of course, that 
each of the stocks will perform 
precisely in the manner projected 
in the table but he believes, on the 
basis of the interpretation of the 
data presented in this analysis, 
that more of the stocks rather 
than less will behave as indi- 
cated.) —END 





The Central American 
Upheaval 





(Continued from page 639) 


lent money to Nicaragua for road 
building and the modernization of 
agriculture. A mission of the 
World Bank which studied the 
possible economic development of 
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Nicaragua was quite optimistic in 
respect to future growth, pro- 
vided outside developmental capi- 
tal is obtainable. 


No Economic Union 
for Central America 


What are the chances, the 
reader may ask, of the Central 
American Republics getting to- 
gether and pooling their funds to 
develop their natural resources, 
fertile land, and water power? 
What are the chances of their 
uniting into a single market? The 
answer is that for the time being 
there is no such chance at all. Ac- 
tually, Central American Repub- 
lics, like the ancient Greek States, 
are individualistic and varied. 
The highland plateaus, where 
most of their economic life is con- 
centrated, are isolated from one 
another and in most cases are not 
even connected by overland trans- 
portation. The bulk of Guate- 
malan population are for example, 
docile illiterate descendants of the 
ancient Mayas, while in Costa 
Rica the population, stemming 
from hard working emigrants 
from Northern Spain is unusually 
intelligent and its literary rate is 
high. The gap between the rich 
and the poor is less in Honduras 
or Costa Rica than in El Salvador 
or Panama. Politically it is diffi- 
cult to see Senor Somoza and 
Senor Figueres agreeing on any- 
thing. 

The narrowness of their in- 
ternal markets, and the dirth of 
local developmental capital are 
bound to hold back the develop- 
ment of Central American Repub- 
lics in contrast with Mexico or 
the larger Republics in South 
America. This does not mean 
however that Central America 
should not be prosperous or prog- 
ress. There is stirring every- 
where, and a great deal of new 
construction. Even Tegucigalpa in 
Honduras is transforming itself 
into a modern city. 

As long as they stay isolated 
from one an other, Central Amer- 
ican Republics must continue as 
producers of specialized products, 
such as coffee or bananas, for the 
United States or European mar- 
kets. Only Nicaragua seems to be 
more diversified as to her export 
products, which include coffee, 
cotton, bananas, and oil seeds, and 
therefore is less vulnerable to the 
ups and downs of her customers. 

Although the Central Ameri- 
cans may resent the dominant po- 
sition of foreign enterprises there 
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is no getting away from the, 
fact that foreign capital is egij norma 
tial if their economies are toM,wever; 
pand. In most of the Reputiiard rev 
legislation is needed that wally, In t] 
clearly define the granting of gi rpings 
cessions and the establishment. first ‘ 
new foreign companies. Such] 
islation would prevent abuses; (ENN Et 
privileges, real and imagir, A $53 
and clarify the position of fora. rever 
companies. -B absor! 
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would compare with $3.11 a sh pales 
earned in the first half of igncte?S 
Future earning statements, g¢™2” 

course, will be adjusted for i 
newly announced two-for- 
stock split. With the cash d 
dend raised on the old stock tof 
quarterly, the new cash divideg™ 
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GENERAL MOTORS CORP. 
The preliminary report for 1% 
showed earnings of $9.08 a shay 
compared with $6.71 a sharei 
the previous year. For a compaly 
of such huge dimensions, the sali 
drop was negligible, amounting’ 
round figures to about 1%, ' 
from $10.0 billion to $9.8 billion 
However, in face of even a smi 
sales decline, the increase 
profits was phenomenal, rising t 
$806 million compared with $i! 
million in 1953. The rise was (i 
entirely to the offsetting effect: 
a decline of $214.5 in U. S. an 
foreign taxes, including $192 mi 
lion in excess profits taxes. This} 
one of the clearest examples of HER 
record in the past year of the ep Sales 
fects of the ending of the exces trend 
profits tax on corporate profi result 
Defense sales are declining andi the 
is anticipated that they wil equal 
amount to less than 10% of totilp $187. 
sales in 1955 but this is not af >? 
significant as would appear «if tis 
surface since defense business is} Teac 
generally much less profitable the | 
than civilian business. Due to tip the | 
enormous step-up of car and trutif, Or 
output in the final quarter cp 1954 
1954, earnings rose to $2.50: to sk 
share, compared with $1.79 § 421 
share in the preceding quarte— JW! 
With production schedules in thf indv 
first quarter of 1955 fully mairg ucts 
tained at the highest level of tlt 
past year, earnings should at leat} stea 
approximate those of the finig M01 
quarter of the year. The curret! - 
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“Bing revenues was not quite entire- 


~W, absorbed by a $36 million de- 


line in taxes. The result was a 
moderate decline in consolidated 
net income of about $11 million, 
pquivalent to $1.01 a share. Earn- 
ings for the year 1954 were $7.19 
share compared with $8.20 a 
share the previous year. Though 
sales from the Chilean properties 
ncreased 68%, due to increased 
jemand from Western Europe 
und U. S. stockpiling which took 
86,000 tons of Braden copper, the 
substantially lower prices received 
rom the Chilean production as 
ompared with the U. S. domestic 
price, produced a smaller profit 
margin for this part of the com- 
pany’s output. Demand for copper 
has increased substantially in re- 
ent months and the company’s 
mining divisions are now operat- 
ing at capacity. The recent 3-cent 
a pound rise in the price of cop- 
per will add considerably to oper- 
ating profits for the current year. 
In the final quarter of 1954, Ken- 
necott showed the effects of the 
improving situation with an in- 
crease over the third quarter of 
from $1.46 a share to $1.83 a 
share. On the basis of current and 
prospective operaticns, the com- 
pany could experience record earn- 
ings in 1955. 



















HERCULES POWDER CO.— 
Sales continued on an upward 
trend throughout 1954, with the 
result that despite a slow start, 
the company’s volume almost 
equalled that of 1953. Sales were 
$187.5 million, compared with 
$190.2 million the previous year. 
It is expected that 1955 sales will 
reach a new high record. Due to 
the lapse of the excess profits tax, 
the net profit margin increased 
from 6.1% in 1953 to 7.5% in 
1954. This enabled the company 
to show earnings of $5.10 a share 


against $4.20 a share in 1953. 


Owing to the great diversity of 
Industries using Hercules prod- 
ucts no one single factor appears 
to have been responsible for the 
steady gain in sales. Among the 
More interesting recent develop- 
ments, however, are research and 
development activities related to 


Armco Announces a NEW 


Aluminum-coated Steel 


ALUMINUM 








(rmco is now producing a new 
aluminum-coated steel after 15 
years of corrosion testing. These 
tests show that the atmospheric 
corrosion resistance of this new 
aluminum coating is at least 3 
times that of the coating on com- 
mercial galvanized steel sheets. 

This special 2-in-1 metal is 
made by coating sheet steel on 
both sides with molten aluminum. 
Called Armco ALUMINIZED 
STEEL (Type 2), it combines the 
great strength of steel with the 
corrosion-resisting properties of 
aluminum. 

Other advantages of ALUMI- 
NIZED STEEL (Type 2) : 


Co} 


* It reflects more than three- 
fourths of the radiant heat 
thrown against it. 


¢ It resists fire damage far 
better than metals with low 
melting points. 


This new metal will soon be found 
in many things for home, farm 


and industry. Manufacturers and 
contractors will use it for a wide 
variety of products. 

Armco produces many differ- 
ent special-purpose steels. We are 


working constantly to develop 
New and better steels for 
broader 


more. 
Armco’s 
blueprint for continued growth. 


uses 18 


ever 


Wis ARMCO STEEL CORPORATION 


MIDDLETOWN, OH 


HEFFIELD STEEL DIVISION » ARMCO DRAINAGE & METAL. PRODUC 








production of rockets and guided 
missiles, a field which is under 
intense pressure to expand from 
the Defense Department. Approx- 
imately $21.2 million was ex- 
pended in 1954 for capital addi- 
tions and improvements, all of 
which was financed from intern- 
ally generated funds. Only 48% 
of expenditures were provided 
through depreciation reserves so 
that there was a decline in the net 
liquid position. However, since a 
somewhat smaller sum will be ex- 
pended for capital improvements 
in 1955; the cash position should 


be considerably strengthened. Ac- 
cording to the strong sales posi- 
tion, as the company entered 1955, 
the earnings outlook for the next 
two quarterly periods appears 
promising. 


BETHLEHEM STEEL CORP.— 
Sales declined about $445 million, 
or about 21%, but, due to offsets 
from savings through lower wage 
totals and smaller expenditures 
for materials and services, total 
income declined only about 5%. 
A $42 million decline in federal 
(Please turn to page 668) 
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income taxes held net income to 
approximately the same figure as 
1953, despite a $19 million’ in- 
crease in depreciation and deple- 
tion. This increase alone was the 
equivalent of $2 a share on the 
common stock. Earnings for the 
year were reported at $13.18 a 
share, compared with $13.30 a 
share in 1953. The most remark- 
able feature of the company’s re- 
port from the investor’s stand- 
point was the enormous increase 
in fourth quarter earnings. This 
would seem to indicate that the 
company is in a rather special 
position to benefit from rising op- 
erations, as the percentage rise in 
this company’s fourth quarter 
earnings as against the third 
quarter was about the highest in 
the industry. On the basis of ex- 
pectation of continuance of the 
current rate of operations for the 
first half, earnings in that period 
should be in the neighborhood of 
$10 a share, and possibly even 
higher, if the operating rate 
should be stepped up. 


LIGGETT & MYERS TOBACCO 
CO.—In common with the other 
cigarette manufacturers sales de- 
clined sharply in 1954. The loss in 
sales was $37.6 million, or about 


6% under 1953. This is about in 
line with the experience of other 
large manufacturers. The decline 
in net income, however, was held 
to quite moderate proportions, the 
comparison being $22.4 million, 
or $5.30 a share in 1954 against 
$22.9 million, or $5.50 a share in 
1953. The principal factor in the 
relative stability of earnings in 
the face of the sales decline was 
the cut in total taxes which was 
$3.3 million. Of this amount, there 
was a saving of about $900,000 
in excess profits taxes. On a 
quarterly basis, the company 
showed improvement in net dur- 
ing the last two periods, earnings 
showing an average gain of about 
15% for the final half. If this 
trend were continued throughout 
1955, the company could come up 
with earnings of $5.50-$5.75 a 
share. Some loss in sales may be 
attributed to the effects of the 
“cancer” scare but there was also 
some loss in export trade, due to 
the cut in the number of our 
armed forces abroad and, also, 
foreign exchange difficulties with 
some countries with which the 
company does business. As with 
other cigarette manufacturers, 
there has been a sharp increase in 
sales of “king-sized” and “‘filter- 
type” cigarettes but this has been 
at the expense of sales of the reg- 
ular type product. Undoubtedly, 
the cigarette industry is in a 
period of transition. Hence, it is 
of importance that this company 
maintains its characteristically 








RICHFIELD 
Atvidend notice 









The Board of Directors, at a meeting held January 29, 1955, 
declared a regular quarterly dividend of 75 cents per share on 
stock of this Corporation for the first quarter of the calendar 
year 1955, payable March 15, 1955, to stockholders of record 
at the close of business February 15, 1955. 


RICHFIELD 
O¢vl Corporation 


Executive Offices: 555 South Flower Street, Los Angeles 17, California 






Cleve B. Bonner, Secretary 
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strong financial position. 


INT’L HARVESTER — A gpfpok for 4 
bination of lower defense gai indica4 
and lower farm equipment sajqgs duri 
in 1954 (fiscal year ends Oct, 3jppperation 
produced a $262 million decline} 
total sales, or from $1,256 milli 
in 1953 to $994 million in 1954, 
the total decline of $262 millig; 
$120 million resulted from low, Lov 
defense business. Due to opergh 
ing economies and lower federjy 
income taxes, the decline in ty 
net operating ratio was held 
reasonable proportions ; in 1951 
it was 3.6% on sales as againg 
4.1% in 1953. Fourth quartef. 
earnings slumped off rather cop. 
Sspicuously, however, an 
amounted to 45 cents a share COM 
pared with 76 cents a share in th 
third quarter but this was stil 
well above the poor first quarte 
which showed only 24 cents, 
share. Since the first quarter ¢ 
the fiscal year which ended Janv. 
ary 31, is normally the poorest o 
the year, first quarter 1955 prob. 
ably was not much better than 
the corresponding period of 1954 
However, due to the more stabil. 
ized farm price situation, ther 
are indications that an improve 
ment in sales may set in during 
the April quarter. A promising 
factor is the company’s evident 7, 
intention to expand its interests | °™™ 
in the road-machinery field. Earn- yy 
ings for the full fiscal year 1954 poe | 
were $2.24 a share compared with - 
$3.46 a share in 1953. Based on P 
the general business outlook and = 
the more stabilized farm income sr 
situation, it is probable 1955 wil f Unites 
show an increase in earnings of § (St?! 
moderate proportions. ri 
seaboe 
ALLIED CHEMICAL & Dygp2ultin 
CORP.—A moderate decline in§ M8 | 
earnings was reported for 1954, trial 
or from $5.10 to $4.80 a share, but § Lakes 
this was accountd for by an in- Coast 
crease of $7.5 million in acceler- } tom 
ated amortization for construc | % ™ 
tion of defense plants. This in- } *"¢5 
crease amounted to about 80 cents} Th 
a share on the common so that but § 8teat 
for the added charges, earnings § ent 
would have been about $5.60 a § @z 
share instead of the $4.80 a share the 
reported. The final quarter of the § ass 
year registered a sharp gain over tensi 
the third quarter, or, $1.23 a term 
share compared with $1.01 ashare. — Vere 
Stock investments of the company been 
continued to gain in value during f 4 
the past year. At the close of the beca 
year-after the sale of Air Reduc- f 'vé 
tion stock-market value of stocks § as 
held was in excess of $58 million, 
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»mpared with $50 million in 1953 
nd an original cost of $20 million 
br the holdings. The general out- 
0k for the company would seem 
»indicate further gains in earn- 
gs during 1954, due to enlarged 
perations and higher dividends 
rom investment holdings. —END 
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‘property almost a year ago has 
“ifondeavored to improve passenger 
“Erervice to recapture business lost 
to busses and private passenger 
“Bears. Progress has been made. 

Financial results in 1954 were 
‘faided by corporate bookkeeping 
sPreadjustments ordered by the In- 
‘Hterstate Commerce Commission 
and by other changes which ob- 
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sured disappointing operating 
figures. The improvement in the 


‘Minancial position was utilized to 


diminate preferred dividend ar- 
rears and to suggest the possibil- 
ity at least of institution of com- 
mon dividends. Payment of two 
5 per cent stock dividends on the 
junior shares was proposed. Al- 
though cutbacks in maintenance 
expenditures have been criticized, 
the new management appears 
committed to a policy of strict 
economy until the financial posi- 
- has been further strength- 
ened. 


Pennsylvania Railroad, largest 
transportation system in the 
United States, serves a highly in- 
dustrialized area between the Mis- 
sissippi River and the eastern 
seaboard. Ports at New York and 
Baltimore as well as at Philadel- 
phia are served. Leading indus- 
trial centers around the Great 
Lakes are linked with the Atlantic 
Coast. Traffic embraces coal, steel, 
automotive lines and a variety 
of manufactures. Density of the 
areas served is especially high. 

This road probably offers the 
greatest opportunity for improve- 
ment of operations through mod- 
ernization of facilities of any of 
the important domestic carriers. 
assenger traffic is relatively ex- 
tensive and is unprofitable. Vast 
terminal operations impose a se- 
vere burden. Management has 
been slow in adopting diesel power 
as a replacement for steam, partly 
because the road derives large 
revenues from coal movement and 
has ready access to abundant fuel 
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No Secret Services!... 


— THING we ever thought we’d be accused of was 
hiding any Merrill Lynch light under a bushel. 

Recently though, we’ve been embarrassed by a num- 
ber of customers who seemed surprised to find that we 
not only buy and sel] “unlisted” securities, but that our 
facilities are particularly well suited to faster, more effi- 
cient completion of such transactions—and at attractive 
prices! 

Here at Merrill Lynch, an entire division devotes it- 
self to “unlisted” or “off-board™ securities. Its primary 
responsibility, of course, is to find the best market it 
can for any security you may want to buy or sell. But 
it also does a big customer-service job in getting and 
viving out facts and figures about companies whose se- 
curities aren’t listed on any exchange. 

Many, of course, are nationally known... present no 
problems. Companies like Time, Inc., The Chase Na- 
tional Bank, Weyerhaeuser Timber, and Dun & Brad- 


help... 


security. 


check us, first. 





street are easy to keep track of. 

But there are literally thousands of other small, sec- 
tional, or closely-held corporations whose securities are 
not actively traded ...that do offer excellent investment 
opportunities from time to time. 

Here, you'll find that our national network of 112 
offices in 106 cities from coast-to-coast can be of special 
can always be counted upon for a first hand 
appraisal of almost any company that interests you... 
ean usually find an attractive market for any “unlisted” 


So if you want to buy or sell unlisted securities at the 
best prices available—you might find it profitable to 


MERRILL LYNCH, PIERCE, PENNER & BEANE 
70 Pine Street, New York 5, N. Y. 
Offices in 106 Cities 











sources. 

Net income fell last year to 
$1.41 from $2.95 a share in 1953. 
The disappointing showing could 
be attributed in part to the drop 
in operations of steel producers. 
A recovery likely would have fa- 
vorable effects on 1955 earnings. 
Over the longer term possibilities 
are envisioned in utilization of 
space above the Pennsylavnia 
Station in New York for construc- 
tion of a building. 


Western Maryland is a small 
carrier controlled by Baltimore & 
Ohio and serves communities in 
Maryland between Baltimore and 
Hagerstown. Coal and steel con- 
stitute major traffic items. Move- 
ment of iron ore from Baltimore 





to consuming areas near Balti- 
more and along the Reading, with 
which Western Maryland has a 
connection, has become important. 

Efforts have been made in re- 
cent years to work out a recapi- 
talization plan which would take 
care of mpre than $110 a share 
in arrears on the $7 first pre- 
ferred. The non-cumulative second 
preferred has received no divi- 
dends. Common holders are opti- 
mistic that a readjustment can be 
effected which would satisfy 
claims of senior stockholders and 
pave the way for distributions on 
the common. In due course Balti- 
more & Ohio might have an oppor- 
tunity of disposing of its holding 
and applying the proceeds to debt 

(Please turn to page 670) 
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retirement. 
Conclusion 


Of the stocks discussed in the 
above, the following seem to be 
in the most advantageous specu- 
lative position at present: Balti- 
more & Ohio; Delaware, Lacka- 
wanna & Western; Gulf, Mobile & 
Ohio; Lehigh Valley; Pennsyl- 
vania and Western Maryland. 
New York Central has already 
had a substantial move and ap- 
parently will require some time to 
consolidate its position. —END 





Companies With a Big Stake 
in Williston Basin 





(Continued from page 649) 


approximately 90,000 acres on the 
Cedar Creek Anticline in Montana, 
and approximately 110,000 acres 
in the Bowdoin Field, in that state. 


In addition, it controls 5,500 acres 
near Williston, No. Dakota, 3,000 
acres in Mercer County, in the 
same state, and about 8,000 acres 
in Harding County, So. Dakota. 
All together, these holdings 
total 216,500 acres, much of which 
has yet to be explored and de- 
veloped. Among the most valu- 
able acreage, is, without question, 
the 90,000 acres on the rich Cedar 
Creek Anticline which includes 
nine areas productive of oil whose 
limits were further extended by 
1954 drilling. In the Shell Pine 
area alone, the largest oil field so 
far brought in on the Cedar Creek 
Anticline, Montana-Dakota con- 
trols 2,040 acres. In the Little 
Beaver Field, where it controls 
19,447 acres, there are now four 
producing wells, all located on the 
company’s leases. Drilling is being 
done by the Shell Oil Co., which 
plans to accelerate operations in 
1955, having recently completed 
and put into operation, a 12-inch 
crude oil pipeline from near Glen- 
dive, Montana, to the Cabin Creek 
Field. Rumors also have it that 
this line may eventually be tied 
into a system extending south- 
ward into Wyoming, providing 
that portion of the basin with an 














This announcement is neither an offer to sell nor a solicitation of an offer to buy these securities. 
The offer is made only by the Prospectus. 


300,000 Shares 
Allied Stores Corporation | 


Common Stock 


(without par value ) | 


Price $54.75 per Share 


Copies of the Prospectus may be obtained in any State only 
from such of the several Underwriters, including the under- 
signed, as may lawfully offer the securities in such State. 


LEHMAN BROTHERS 


February 3, 1955. 
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economical outlet for its cryjfpenditut 
production. This latter develimments 
ment, if it came about, would yy and | 
of great importance in itself age Willis 
also might prove a forerunner qminting 
a pipeline to carry producti of U 
from the various fields in sjgpssibiliti 
basin to midwest refining centenf the COU 
This would be a major develo and na 
ment, spurring exploration aymFrom t 
production throughout the entijpint, the 
region. Such activity has beompint, the: 
limited by lack of satisfactonmmilliston 
markets for all but the output gribed a! 
a few fields although this sityMposition 
tion has been improved to songflevelopm 
extent by one or two small refi,jlcomp2 
eries going on stream last yeafhe area 
and the completion of StandarjMrenot la 
of Indiana’s Mandan refinery layfxpectati 
October. Prior to that timefpill be w 
Standard of Indiana’s subsidiary, Mperatio! 
the Stanolind Oil Purchasing (y, 
was paying $2 a barrel for Dako Elec 
crude which it was shipping }; New 
tank car to its Whiting refiner, ’ 
This price was in contrast t for 
$2.90 a barrel that had bee 
posted for Mid-Continent oil (Con 
Since January 1, this year, Stanofrganize 
lind has boosted its price for Dz-Mer of f 
kota crude for processing at Man-futers | 
dan, putting it on a price parityftature 
with Mid-Continent production. §yterna’ 
The chief beneficiary of thisfknd Rer 
price increase is Amerada Petro-fhioneer: 
leum Corp., which brought in the§n fron 
Beaver Lodge Field discovery well fhave co 
in 1951, and controls about lifklude U 
million acres in various sections Mash F 
of the basin. At the present time, Biacturii 
it is carrying on aggressive devel By ne» 
opment work and has about 35) frects t 
producing wells in the Beaver§j25” e! 
Lodge, Tioga, Charlson, Hofflunt feration 
and other fields. Output from §Depot. 
these wells through most of 1954 Bwill be 
was held to 10,000 barrels a day Bair Fi 
for which it received on an av-Bpose o: 
erage of $2 a barrel. With the Bredure 
Mandan refinery in full operation, Binstan’ 
Amerada, it is estimated, coull Biata. 1 
bring its Dakota crude output up Fits Ser 
to 20,000 barrels daily which at fprinti: 
$2.90 a barrel would make quite Fiesign 
difference in earnings from this fof con 
source with 1955 net income mak: f eounti 
ing a considerably better showing f incres 
than the $5.25 a share it is ex- Bnot be 
pected to report for 1954. methe 
Last year, Amerada’s total ex- fof N. 
penditures for intangible drilling § latter 
costs and exploration were in the § $150, 
neighborhood of $25 million. This f ably 
was about equal to 1953 similar § undo 
expenditures which, of course, it- § this | 
cluded activity on other holdings § negot 
in Texas, Louisiana, Kansas, Ok-— Th 
lahoma, California and othe! § such 
states as well as in the province § Rem: 
of Alberta, Canada. Part of these § IBM 
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its crypenditures represent large in- 
' develgimstments it has made in explor- 
Would im and developing a portion of 
itself afm Williston Basin properties, 
runner qpinting up the company’s meas- 
roductigpe of the region’s tremendous 
S in tissibilities as one of the greatest 
> Centent the country’s sources of crude 
develo] and natural gas. 

tion anf From the stock market stand- 
he entimpint, the seven whose Williston 
128 hea_pint, the several companies whose 
isfactonmilliston Basin activities are de- 
utput gribed above would seem to be in 
iS sity[position to benefit the most from 
to somfevelopments in that area. Other 
ll refinml companies are also interested in 
ist yeyfhe area but their commitments 
tandarigre not large enough yet to justify 
ery lagfxpectations that their rewards 
t timefWill be unusually large from their 
Sidian,Mperations in the region. | —END 
Ing Co, 
Dakot, 
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Electronic Computers: 
aNew Source of Earnings 
for Office Equipments 





IE (Continued from page 651) 
-Prganizations as well. As a mat- 
‘Mer of fact, manufacture of com- 
uters has already achieved the 
tature of big business. Although 
nternational Business Machines 
nd Remington Rand, regarded as 
ioneers in the field, are well up 
n front, other companies that 
lave computers on the market in- 
lude Underwood Corp., National 
ash Register, Raytheon Manu- 
jcturing, and Burroughs Corp. 
-BBy next March, Underwood ex- 
pects to have one of its “Elecom 
125” electronic computers in op- 
eration at the Mallory Air Force 
Depot. Initial use of the machine 
will be for inventory control of 
YAir Force supplies for the pur- 
pose of streamlining logistic pro- 
tedures, and provide accurate and 
instant management and budget 
data. Burroughs has brought out 
ts Series G electronic high speed 
printing and accounting machine, 
designed for the growing number 
of companies whose volume of ac- 
counting and other records has 
Increased to a point where it can- 
—& Enot be handled efficiently by older 
_ Fmethods. This unit as well as that 
eX: Fof National Cash Register, the 
latter priced in the $125,000 to 
$150,000 price range, will prob- 
ably be sold outright, although 
undoubtedly potential users of 
this equipment would be able to 
negotiate a rental arrangement. 


"his 
ilar 


ngs 


ws The larger electronic computers 
a such as the Univac and other 





Remington Rand units as well as 
| IBM’s “701”, “650”, “702”, and 
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| seribers throughout the world. 


CHINA and the 
AIRCRAFT stocks 


Air Power, as the key to U.S. military strength, again makes 
| the headlines as international tensions mount. In the past year 
nearly all aircraft stocks have doubled in price. | 
Now the question is—to what extent have the higher prices | 
discounted the strikingly favorable prospects? And how will | 
each company be affected by renegotiation, emphasis on newer | 
planes and guided missiles, cutbacks on older models? Every in- | 
vestor should see the new 64-page edition of Ratings & Reports 
—including a full-page analysis of each company and a specific | 
appraisal of current Value—issued by The Value Line Investment 
| Survey for its 13,000 leading individual and institutional sub- | 


NOTE: This 64-page edition will be sent to you at once 
at no extra charge under this Special Introductory Offer. | 





| , ® 
supervision, 


ital gain. 





SPEC IAL ~ You are invited to receive | 
e during the next 4 weeks: 
1. Latest Value Line reports on 200 major stocks. 


4 weekly issues of the 12-page Summary-Index giving 
current advices, yields and rankings on 700 stocks under 


ae A Special Situation recommended for extraordinary cap- 


e The Supervised Account report on the Value Line model 
fund—plus 2 Fortnightly Commentaries. 








Tue VALuE LINE 
5 East 44th 





IN ADDITION you will receive at no extra charge the 64-page Air- 
craft and Auto stock edition showing which stocks are still under- 
priced today and which are now overpriced—together with full-page 
analyses on 43 stocks including Bell, Boeing, Douglas, Lockheed, Mar- | 
tin, No. American and United Aircraft. | 


To take advantage of this special offer (far below the pro- | 
rata cost of $120 Annual Subscription) 


SEND $5 TO DEPT. WS-3 
INVESTMENT SURVEY | 
Street, New York 


| 
| 




















the “Nore” are comparatively ex- 
pensive units, their costs ranging 
anywhere from $250,000 to in ex- 
cess of one million dollars. 

Both Remington Rand and IBM 
have adopted the policy of rent- 
ing the various units, the Univac 
system, of which 22 have already 
been installed according to last 
reports, renting at a monthly 
average of $25,000 each with the 
junior Univac, 105 of which have 
been put into operation with 
orders on hand for 132 more for 
installation, rents at $1,200 a 
month. International Business 
Machines’ rentals run somewhat 
parallel with those of Remington 
Rand. For instance its “702” 
model would rent on an average 
of $25,000 monthly with other 
units varying from that figure, 
depending upon quantity and com- 
bination of units supplied. 

For both companies, these rent- 
als represent a steady flow of in- 
come. Although Remington Rand 





does not segregate earnings from 
these sources from those it de- 
rives through other divisions of 
its business, it is apparent that 
electronic computer rentals are 
steadily rising. Net income for 
the first nine months of its current 
fiscal year ending March 31, in- 
creased to $11.6 million, equal to 
$2.19 a share from $8.4 million, 
or $1.61 a share for the first nine 
months of the preceding year. 
The impact on IBM’s earnings 
as a result of the steady expan- 
sion of its electronic computer 
rentals is evident in its report of 
operations for 1954. During the 
12 months to last December 31, 
domestic sales, service and rental 
revenues totaled $461.3 million. 
This represented a gain of ap- 
proximately $52.5 million over the 
previous year. Net inceme in- 
creased to $46.5 million, or $11.35 
a share, up from $34.1 million, 
equal to $8.53 a share for 1953. 


(Please turn to page 672) 
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INVESTMENT COMPANY 
OF ILLINOIS 


Q77TH CONSECUTIVE 
DIVIDEND 


A regular quarterly dividend 
of 40 cents a share was de 
clared on the common stock 
payable March 1, 1955 to 
stockholders of record Feb- 

ruary 15, 1955. 
HARRY W. HARTLEY 
Treasurer 


February 1, 1955 


Financing the Consumer through na 
tion-wide subsidiaries — principally 
Public Loan Corporation 


Domesticfinance Corporatio 
Loan Service Corporation 
Ohio Finance Company 


General Public Loan 
Corporation 
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Electronic Computers: 
A New Source of Earnings for 
Office Equipments 





(Continued from page 671) 
Conclusion 


The manufacture and rental of 
different types of electronic com- 
puters will provide a growing 
source of income for the com- 
panies engaged in this field. Of 
equal importance is the fact that 
revenue from the new products 
will tend to stabilize earnings of 
the business machine companies 
in periods when the sale of their 
more conventional equipment may 
lag temporarily owing to any set- 
back that may occur in the gen- 
eral economic position. 

It is still too early to tell just 
what proportion of total earnings 
is derived from the electronic 
computer but judging from the 
size of the rentals mentioned 
above, it is obvious that total re- 
cepits are already running into 
the millions of dollars annually. 
In time, this probably will reach 
figures much larger. The general 
expectation of a bright future for 
this division of electronics manu- 
facture is undoubtedly what has 
caused the considerable increase 
of public interest in the shares of 
these companies. They may be 
truly said to belong to the 
“gvrowth” class of stock. —END 





The Trend of Events 





(Continued from page 620) 


split, the fact is, of course, that 
the mere splitting of shares adds 
nothing directly to the investor’s 
equity, unless the cash dividend is 
raised, as well. Nevertheless, the 
importance which investors at- 
tach to the stock split is justified 
on grounds which have to do prin- 
cipally with the future market- 
ability of the stock. The reason- 
ing behind this is as follows: The 
multiplication of the shares of a 
company through stock splits (in- 
cluding large stock dividends) 
and the automatic reduction in 
the market price following such 
action brings the new shares with- 
in reach of a much larger group 
of investors than is possible when 
the shares remain at high prices. 
This permanently widens the base 
of investor interest in the shares 
and guarantees, as much as is pos- 
sible, a broader market. 


THE 


Where the shares represent jy 
portant companies, the enhar, 
marketabality is very likely ty; 
accorded a special marekt vay 
entirely apart from consie 
tions of earnings and divide 


To a significant extent, @ 


added value is created through 


consistent buying of large insti 
tional investors — investme 1 


trusts, pension funds, muty; 
funds and similar organization 
whose large-scale operations ; 
quire the broadest possible my 
kets in the individual securitig 
they acquire for their portfolig 
Thus, the splitting of shares, { 
an extent greater than is gene 
ally realized, is due to an awar 
ness on the part of corporate may 
agements of the need to facilitat 
the investment operations of thy 
very largest investors. 

Additionally, corporate man§ 
agement welcomes the addition ¢ 
numerous smaller investors to it 
ranks of stockholders as an ob 
vious means of creating greate 
stockholder good-will and ¢ 
reaching as many investors x 
possible to provide for future 
nancing through the issue ¢ 
securities, 

A generation ago, the splittin 
of shares had its genesis, to an un. 
fortunate extent, in manipulation 
and the desire of “insiders” to ur 
load stock on the public. The sit- 
uation is quite different to-day. 
Corporations now have a far mor 
serious purpose in mind when 
they recommend that the shares 
of their companiees be split. They 
are thinking in terms of creating 
a permanent store of good-wil 
among increasing millions of 
shareholders as an effective mean: 
of strengthening the foundations 
of their comnaniees in order ti 
cope more efficiently with long. 
term problems. —EN) 


BOOK REVIEW 


Rebel Princess 


By EVELYN ANTHONY 

It was a snowy winter evening in 
1743 when a horseman drew up at the 
humble German castle of Anhalt Zerbst 
bearing a summons from Moscow’s Im: 
perial Court. Elizabeth of Russia had 
chosen her distant kinswoman, young 
Augusta Fredricka of Anhalt, as the 
future wife of Grand Duke Peter. 
Set against the glittering background 
of eighteenth-century Russia, Rebé 
Princess tells the enthralling story ° 
these twenty momentous years in the 
life of one of the most astonishing wome 
of all time. As Catherine the Great 
she left her mark upon world history. 
Crowell Co. $3.00 
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130% PROFIT IN 10 MONTHS 























ON GENERAL DYNAMICS 
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PHELPS DODGE 
CORPORATION 


7 
The Board of Directors has 
declared a first-quarter divi- 
dend of Sixty-five Cents (65¢) 
per share on the capital stock 
of this Corporation, payable 
March 10, 1955 to stockhold- 
ers of record February 25, 
P7955. 
M. W. URQUHART, 
Treasurer. 


February 2, 1955 




















American-Standard 
PREFERRED DIVIDEND 
COMMON DIVIDEND 
A quarterly dividend of $1.75 per share 
on the Preferred Stock has been de- 
clared, payable March 1, 1955 to 
stockholders of record at the close of 

business on February 23, 1955. 

A quarterly dividend of 32 cents per 
share on the Common Stock has been 
declared, payable March 24, 1955 to 
stockholders of record at the close of 
business on February 23, 1955. 
AMERICAN RADIATOR & STANDARD 

SANITARY CORPORATION 


FRANK J. BERBERICH 
Secretary 














ALLEGHENY LUDLUM STEEL CORPORATION 
Pittsburgh, Penna. 


At a meeting of the Board of Directors of 
Allegheny Ludlum Steel Corporation held today, 
February 3, 1955, a dividend of fifty cents (50¢) 
per share was declared on the Common Stock of 
the Corporation, payable March 31, 1955, to 
Common stockholders of record at the close of 
business on March 1, 1955. 
The Board also declared a divi- 
dend of one dollar nine and three- 
eighths cents ($1.09375) per share 
on the $4.375 Cumulative Pre- 
ferred Stock of the Corporation, 
payable March 15, 1955 to Pre- 
terred stockholders of record at 
the close of business on March 1, 1955. 


S. A. McCASKEY, Jr. 
Secretary 











RIO GRANDE VALLEY 
GAS COMPANY 


BROWNSVILLE, TEXAS 
DIVIDEND No. 28 


A cash dividend of five cents per share 
on the outstanding common stock of this 
corporation has been declared payable 
March 14, 1955, to stockholders of record 
at the close of business February 15, 1955. 

W. H. MEREDITH 

Treasurer 

February 1, 1955 

















TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of 50 cents per share on the 10,020,000 
shares of the Company’s capital stock out- 
standing and entitled to receive dividends, 
payable March 15, 1955, to stockholders of 
record at the close of business February 
24, 1955. 
E. F. VANDERSTUCKEN, JR., 
Secretary. 
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Answers to Inquiries 





(Continued from page 662) 


a rich and growing territory and 
it has shown a record of steady 
growth. 

The stock is a good grade issue 
yielding a satisfactory income re- 
turn on its $2.20 annual dividend. 


Celotex Corporation 

“I am interested in finding out recent 
earnings of Celotex Corp., new devel- 
opments in the company and prospects 
over coming months.” 

M. E., Tarrytown, New York 

Celotex Corp. is engaged in the 
manufacture of building mate- 
rials, being the largest factor in 
the rigid insulation board and 
acoustical products industry. Sales 
of insulation tend to fluctuate 
more widely than in the case of 
most building materials. 

Net earnings of the Celotex 
Corp. in the year ended October 
31st, 1954, totaled $3,202,649, af- 
ter all charges and provision for 
taxes on income, compared with 
$3,024,844 the year before. 

These earnings, after preferred 
stock dividend requirements, 
equaled $3.25 a share on 905,472 
shares of issued common stock, 
as against $3.05 a share on the 
same number of shares issued in 
the preceding year. On the 878,- 
651 common shares outstanding 
after deducting treasury shares, 
the latest year’s income equaled 
$3.35 a share. 

Net sales reached an all-time 
high of $62,257,623, compared 
with $59,980,026 the year before. 

A new and modern gypsum 
wallboard plant is being con- 
structed at the company’s Port 
Clinton, Ohio property, designed 
to approximately double the pres- 
ent board capacity. Celotex is also 
completely modernizing the facil- 
ities and equipment of its plaster 
plant and quarry at Port Clinton 
to handle the increased produc- 
tion and to further improve effi- 
ciency and product quality. Other 
construction and expansion pro- 
grams are now under way to sub- 
stantially increase capacities for 
the production of various types 
of Celotex acoustical products. 
During the year, research activi- 
ties were further expanded and 
broadened and increased atten- 
tion was given to product devel- 
opment and sales promotion di- 
rected toward developing new 

(Continued on page 675) 
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Seven Years in Tibet 
By HEINRICH HARRER 


This is the action-packed story of; 
young adventurer’s escape from a Bri, 
ish internment camp in India durj 
World War II and his dramatic tr 
through rugged Himalayan passes t, 
sanctuary in the Forbidden City ¢ 
Lhasa. 

The adventure began just at the ou, 
break of war. The author, a noted Ay 
trian mountain-climber and skier, wy 
with the Nanga Parbat reconnaissany 
group in Karachi awaiting a steamert 
Europe. The group, detained by the Eng 
lish, immediately began a series of de. 
perate attempts to escape. Finally sy. 
ceeding, Harrer and a companion, ap. 
other skilled mountain-climber, began 
their tortuous journey of twenty-on 
months to Tibet. Posing as Indians, with 
hair and beard dyed black and ski 
stained, they attempted some of th 
most unusual and exciting exploits ever 
narrated. The reader has an unmistak 
able feeling that these two mountain 
loving men are a breed apart and that 
in stature they rival the magnificence of 
the peaks they bypass and traverse, 
After posing as the vanguard of a 
important personage en route, they win 
through to the closely-guarded city of 
Lhasa. 

Harrier left Tibet in 1950, but his heart 
is with the people about whom he write 
with moving humility, simplicity, and 
dignity. “Wherever I live, I shall fed 
homesick for Tibet. I often think I can 
still hear the wild cries of geese and 
cranes and the beating of their wings 
as they fiy over Lhasa in the clear cold 
moonlight.” 

Dutton $5.00 


“Industrial Pensions” 
By CHARLES L. DEARING 

Industrial Pensions presents an orig: 
inal survey of this most recent develop 
ment in the quest for economic security 
in old age. This book explores numerous 
aspects of these new pension arrange 
ments; it examines the basic economit 
principles and facts which underlie in 
dustrial pensions; considers in detail the 
limitations of existing programs, ani 
offers a new basis on which private ant 

public policies can be formulated. 
There has been incomplete under 
standing of the existing and potentially 
far-reaching effects of private pensid 
programs upon the Nation’s economt 
structure and the probable need for! 
critical reappraisal of government poli: 
cies involved. The present study brings 
these problems into focus and perspe: 
tive. It defines the major factors sinc? 
1949 which have had a significant influ 
ence on industrial pension programs. 
This book will be of keen interest ani 
value to students of the over-all prob 
lems of an aging population; to mal: 
agers of pension funds concerned with 
possible deficiencies in their present prt 
grams and the outlook for investment 0 
these funds; to management and labo 
with respect to their mutual problems! 
pension developments; and to econ 
mists and policy officials concerned with 
the significance of industrial pensions! 
formulating decisions involving soci# 

labor, economic, and tax policies. 
Brookings Institute $3.75 
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nessboard. On the contrary, with 
ch men as Marshal Zhukov hav- 
ng more to say than ever before 
hout the conduct of Soviet poli- 
ies, the council of moderation is 
ikely to prevail. Even the idea of 
meeting between President 
isnhower and Zhukov, tossed 
utat the President’s recent press 
onference, may not be so fanciful 
5 it seems; the President was 
wreful not to close the door to 
uch a meeting. Where diplomats 
have failed, military men who 
mow how to size up each other’s 
trength may yet succeed, since a 
peaceful settlement is clearly in 
weryone’s interest. But if Soviet 
wlicy remains as uncompromis- 
ng and belligerent as ever, the 
. §. would be well advised to 
eed its own counsel and not be 
kd by its Allies into the path of 
ompromises that weaken the 
—END 
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A Study of History—Vol 7-10 
Toynbee’s Monumental 
Achievement 
The final volumes of Prof. Toynbee’s 

















ig: #'A Study of History” should help crys- 


llize the though of serious delvers into 
he meaning of civilization. Taking the 
roadest possible view of history, Toyn- 
e sees that the governmental civiliza- 


in Ftins for the past few thousand years 


were merely a layer superimposed on the 
central pillars of society, which are the 
great religions of the world. Only to 


-Bthe forces animating these religions 


does he ascribe true performance, all 
se, even the most firmly-established 
societies being temporary and evanes- 


i: fent. From his profound knowledge of 


the nature of the history of man’s strug- 
gle, Prof. Toynbee offers his firmest 
belief that material achievements and 
the controlling governments, which, no 
matter their outer form and substance, 
are far less important to the future of 
man than his innate spiritual striving 
and his instinct approach to the need 


A ho coalescing all the real and enduring 
Progress can be made. The reader can 


fnd an enormous variety of subjects 
treated by a master, to offer him endless 
pleasure and insight into the nature of 
man’s history and future. 

Oxford Four Volumes $35 
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products and diversified markets. 
A number of new products were 
introduced. The outlook over com- 
ing months indicates a good de- 
mand for building and accousti- 
cal materials in the residential, 
institutional and commercial 
fields, not only for new construc- 
tion but also in repair and re- 
modeling activities. The company 
also looks forward to further im- 
provement in demand for its 
products for non-building uses. 

Celotex Ltd., English Subsidi- 
ary reported increased earnings 
for the fiscal year ended October 
31, 1954. Net income totaled 
$322,566, converted at the rate of 
$2.80 to the pound Sterling, com- 
pared with $191,409 in the pre- 
ceding year on the same basis of 
conversion. 

The South Coast Corp., of 
which Celotex owns 205,328 
shares representing approximate- 
ly 48% of the outstanding com- 
mon stock, reported net income 
of $285,438 after taxes in the 
fiscal year ended July 31, 1954, 
equal to 67c a share on its out- 
standing common stock. 

Dividends in 1954 totaled $1.50 
per share, the same as paid in 
1953. 


Marathon Corporation 

“What are the principal products of 
Marathon Corp.? Please also furnish re- 
cent earnings and new projects.” 

A. B., Milwaukee, Wisconsin 

Marathon Corp. is an integrat- 
ed producer of protective printed 
wrappers, containers and packag- 
ing units used primarily in the 
food industry—a growing and 
profitable field. 

Net earnings of Marathon Corp. 
for the fiscal year ended October 
31, 1954 were $7,489,082, a 28% 
increase over 1953 earnings of 
$5,844,726. Earnings were $2.01 
per share of common stock for 
1954 fiscal year, compared with 
$1.55 a share the previous year. 

Net sales were $117,806,121 in 
1954. This was $5,609,630 higher 
than the 1953 sales total of $112,- 
196,491. The company expects 
that sales and earnings in 1955 
will exceed those of 1954. 

The company’s capital expendi- 
tures amounted to $7,289,117 dur- 
ing the last year. Projects in- 
cluded completion of a photoen- 

(Please turn to page 676) 





IBM INTERNATIONAL BUSINESS 
MACHINES CORPORATION 


TRADE-MARK 500 Madison ave., New York 22 


The 160th Consecutive 
Quarteriy Dividend 


The Board of Directors of this Corporation has 
this day declared a dividend of $1.00 per share, 
payable March 10, 1955, to stockhoiders of 
record at the close of business on February 17, 
1955. Transfer books will not be closed. Checks 
prepared on IBM Electric Punched Card 
Accounting Machines will be mailed. 
A. L WILLIAMS 
Executive Vice President & Treasurer 


January 18, 1955 











CONTINENTAL 
Cc CAN COMPANY, inc. 


A regular quarterly dividend of ninety- 
three and three-quarter cents ($.93%) 
per share on the $3.75 cumulative pre- 
ferred stock of this Company has been 
declared payable April 1, 1955, to stock- 
holders of record at the close of busi- 
ness March 15, 1955. 


LOREN R. DODSON, Secretary. 











Atlas Corporation 


33 Pine Street, New York 5,N.Y. 


Dividend No. 53 
on Common Stock 








A regular quarterly dividend of 50¢ 





per share has been dec = sa payable 
March 21, 1955 to holders of record 
at the close of business on February 


28, 1955 on the Common Stock of 
Atias Corporation. 

Wa ter A. PETERSON, Treasurer 
February 3, 1955 


























The January 1955 Edition of 
GRAPHIC STOCKS 


Will help you pick behind-the-market 
Stecks for Profit and Income 


1001 CHARTS 


The most comprehensive book of 
Stock Charts ever published 
Shows: 
e Monthly Highs and Lows 
e Monthly Volume of Trading 
e Annual Earnings 
© Annual Dividends 
e Latest Capitalizations 
© Stock Splits—Mergers—ete. 


on virtually every active stock listed on 
the New York and American Stock 
Exchanges, for twelve complete years to 
January 1, 1955 

(See charts on pages 645, 646 and 647 of 
this issue of The Magazine of Wall Street) 
Send Today for the Jan uary-February 1955 
issue, complete with DIVIDEND RECORDS 
for the full year of 1954. 


SINGLE COPY (Spiral Bound)..$10.00 


ANNUAL SUBSCRIPTION 
Bi NII iccccenciinacnsose $50.00 
ALSO: Rare Edition of Graphic Stocks 


showing monthly range from 1924 to 1935 
inclusive, so long as they last $15.00 


SPECIAL OFFER: Rare Edition (1924-1935) 
and Current Edition from 1943, both E, - 
Co” ee PES $20.00 


F. W. STEPHENS 


15 William St., New York 5 
Tel.: HA 2-4848 
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DREWRYS 


A quarterly dividend of forty (40) 
cents per share for the first quarter of 
1955 has been declared on the com- 
mon stock, payable March 10, 1955 to 
stockholders of record at the close of 
business on February 25, 1955. 


Drewrys Limited U. S. A., Inc. 
South Bend, Indiana 


T. E. JEANNERET, 
Secretary and Treasurer 

















What's New? 





(Continued from page 660) 


could be held for long-term in- 
vestment. 


Continental Can Co., increased 
1954 sales by 11% over the pre- 
ceding year, and registered a 32% 
gain in net income. Net, equal to 
$5.52 a share on sales of $616.1 
million, compared with $4.29 a 
share on 1953 sales volume of 
$554.4 million. Continental, sec- 
ond largest maker of metal con- 
tainers, can attribute much of its 
rise in sales to various acquisi- 
tions in the past two years which 
have broadened its interests in 
the non-metal packaging field. 
Price increases have also helped 
in making possible the better 
showing. One of the company’s re- 
cent moves has been into the plas- 
tic pipe field. Among other im- 
portant companies interested in 
this new and growing field sup- 
plying industries concerned with 
handling corrosive liquids are: 
U.S. Steel, U. S. Rubber, National 
Cylinder Gas; and among the 
chemical manufacturers: East- 
man Chemical, Union Carbide, 
Allied Chemical, Monsanto and 
Dow. This particular field is still 
in its infancy, however, and is 
hardly likely to present a chal- 
lenge to makers of iron, steel or 
aluminum pipe for some time to 
come. 


Carrier Corporation has _ re- 
cently acquired complete owner- 
ship of Cambridge Corp., and ap- 
proved the merger with Affiliated 
Gas Equipment, Inc. This further 
strengthens Carrier in the rapidly 
growing air-conditioning indus- 
try, rounds-out its home heating 
and cooling line and expands its 
facilities into new engineering 
and manufacturing fields. While 
completed contracts and_ sales 
eased slightly in 1954 to $151.4 
from $164.4 the previous year, net 
earnings rose 12% to $4.69 per 
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share before sale of 278,422 
shares in October 1953, compared 
with $4.19 per share in preceed- 
ing fiscal 12 months. A decline in 
defense orders plus a somewhat 
cooler summer last year shaded 
gross revenues, while EPT elimi- 
nation aided 1954 net results. On 
the basis of near-term outlook, 
the stock around 60 seems fully- 
priced though its longer potential 
is far from exhausted. 


Owens-Illinois Glass Co. With 
record 1954 sales of $336.7 mil- 
lion, up from $333 million for 
1953, and more than $43 million 
greater than 1952 volume, Owens- 
Illinois showed a net profit of $21.5 
million, equal to $7.05 a share on 
its outstanding capital stock. This 
showing compares with 1953 net 
of $16.2 million, or $5.32 a share 
on the same capitalization. While 
the 1954 sales increase reflected 
gains in certain lines of glass con- 
tainers, industrial, electronic and 
other glass products, metal and 
plastic caps, and custom-molded 
plastic items, a significant devel- 
opment was the company’s ability 
to increase 1954 profit before in- 
come taxes to $42.4 million from 
$35.1 million for 1953 and raise 
net profit after income taxes by 
$5.3 million on a sales gain of $3.7 
million. Profit margins should be 
further improved this year by the 
new glass container plant, one of 
the largest and most modern in 
the world, which went into opera- 
tion a week or ten days ago. 


Rohm & Haas Co., stockholders 
will vote at their annual meeting 
scheduled for April 19, on the 
company’s plan to increase author- 
ized $20 par common stock to 2 
million shares from one million. 
Although the company states it 
has no plans at present for issu- 
ance of any of the proposed addi- 
tional shares, it is believed favor- 
able action at the meeting may be 
the first step toward an eventual 
split up of the stock. The issue, 
which sold at a 1954 low of 148 
has since virtually doubled in 
market value, currently selling at 
295, its record high. For the nine 
months to last September 30, net 
earnings on the stock were equal 
to $9.24 a share of common stock 
on which the company has been 40 
cents in quarterly dividends and 
year-end stock dividends of 4 per 
cent. 


Lehman Corp., stockholders of 
record February 8, are given 
rights to subscribe for 420,623 


THE MAGAZINE OF 


shares of new stock in the ratio 


one share for each 10 now held 
$43.25 a share. Subscription righ) 


expire February 23. Lenmy 
Corp., present shares listed on th 
New York Stock Exchange, ay 
currently quoted around 461), Th 
company, with an unbroken diy, 
dend record over the last quarte 
of a century, is a closed-end jp. 
vestment company with a net ags¢ 
value at the close of 1954 of $1993 
million. —EN 





Answers to Inquiries 





(Continued from page 675) 


graving and rotogravure at Ne 
nah, Wisconsin, purchase of th 
Menominee, Michigan, paper nil 
and converting plant which Mar. 
athon had operated under a rents 
agreeinent since 1934 and cop. 
struction of a food packaging 
plant at Modesto, California. The 
company also made extensive ai. 
ditions of equipment needed in its 
pulp paper making, printing and 
other manufacturing operations. 

Principal projects for 1955, in- 
clude completion of the Modesto 
plant, installation of paper cup 
manufacturing facilities of the 
company’s Oswego, N. Y. plant 
and construction of a food wrap. 
per and label plant at Neenah. In 
addition, a new paper machine is 
being installed at the Green Bay, 
Wisconsin, plant, where the con:- 
pany’s Northern household prod- 
ducts are produced. This machine, 
the plant’s eighth, is expected to 
be placed in operation early in 
1955. 

Because the diversified nature 
of the company’s finished prod- 
ucts permits use of various grades 
of woodpulp, Marathon is explor- 
ing the advisability of acquiring 
timberlands in other sections of 
the country. This possibility is 
encouraging, according to the 
president of the company, “be 
cause markets have been devel 
oped which require extensive use 
of pulp grades that can be pro- 
duced in volume at lower cost.” 

Dividends were 30c quarterly in 
1954, the same as paid in 1953. 

—END 
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An Important Feature 


200 LOW-PRICED STOCKS 
RATED 
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$190: Fo this new era of industrial science—of dynamic investment opportunity—we offer you the 
—EN) mcst complete, personal investment supervisory service available today. 
ee . ° ° . ° 
Investment Management Service is designed to help you to own shares of companies that will 
es . : : = 
P: CE THE NATION’S GROWTH . . . leaders in electronics, aerodynamics, “push-button” pro- 
575) duction ... prime beneficiaries of the dual war-peacetime future of the atom. With our counsel 
it New yc. can share in huge profits to flow from our coming network of “throughways”, the St. 
of the L: wrence Seaway and other vast projects . . . from Canada’s boom .. . from the host of new 
i} 
. ie p: oducts, metals, chemicals, techniques . .. ALL WITH DEEP INVESTMENT SIGNIFICANCE. 
rental ; ‘ , ; , 
d con. E-pert Analysis of Your Present Holdings: with counsel as to the prices at which to act. Alert 
: 1 by first cl il i il and by tele- 
kaging Jur first step in serving you is to make a detailed ee setae seccatligg tn aapceelicinaes seeliasen 
a. Th 2 : ; a graph, relieves you of any doubt concerning your 
a. Lhe revort—analyzing your entire list—taking into con- P 
1 ‘ : . ° ° ° investments. 
“ ad- sideration income, safety, diversification, enhance- 
In its : bilities— fe 4 ? , — 
i ment probabilities—today’s factors and tomorrow’s Complete Commelina Privileges: 
& and ov tlook. 
‘ions. You can consult us on any special investment 
DO, Il Issues to Hold and Advantageous Revisions: problem you may face. Our contacts and original 
odesto Definit ssi abe ailidadee ich ee research sometimes offer you aid not obtainable else- 
Yr cup — cia i id : — ee where—to help you to save—to make money. 
f the account ... advising retention of those most attrac- 
tive for income and growth ... preventing sale of r eee aie : 
Les those now thoroughly liquidated and likely to im- Help = Minimizing Your Taxes: 
ah i prove. We will point out unfavorable or overpriced We keep in mind the tax consequences of each 
ine is securities and make substitute recommendations in transaction and help you to minimize your tax lia- 
B ei companies with 1954 outlook and longer term profit bility under the new tax provisions. (Our annual fee 
ay, potentials. is allowed as a deduction from your income for 
Bel Federal Income Tax purposes, considerably reducing 
thine Close Continuous Supervision of All Holdings: the net cost to you.) 
ed to Thereafter—your securities are held under the con- Aamel Poca Progress Reports: 
ly in stant observation of a trained, experienced Account 
Executive. Working closely with the Directing Board, Throughout the year we keep a comp!cte record 
ature he takes the initiative in advising you continuously as of each transaction as you follow our adviee. At the 
prod: to the position of your holdings. It is never necessary end of your annual enrollment you receive our audit 
rades for you to consult us. of the progress of your account showing just how 
plor- When changes are recommended, precise instruc- it has grown in value and the amount of income it 
iring tions as to why to sell or buy are given, together has produced for you. 
1s of 
y is Investment Management Service has prospered by earning the steady renewals of its clients 
a (many have been with us 5, 10, 15 and 20 years)—through actual results that have proved 
e- . . . 
evel- our counsel to be worth many times our fee. You owe it to yourself to investigate our Service. 
> use 
pro- Fun information on Investment Management Service is yours for the asking. Our rates are 
” 
: in based on the present value of securities and cash to be supervised—so if you will let us know 
y r ; e 
7 the present worth of your account—or send us a list of your holdings for evaluation—we shall 
END be glad to quote an exact annual fee . . . and io answer any questions as to how our counsel 
can benefit you. 
A division of THE Macazine or WALL Street. A background of nearly forty-eight years of service. 
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Only STEEL can do so many jobs so we 
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Steel Takes to the Air. In Arizona, 
there’s a sandy river bed where flash 
floods frequently occur. A gas pipe line 
had to cross the river bed. So, to avoid 
the flash flood danger, the 30-inch 
welded pipe line took to the air for 1020 
feet. Pipe and supporting structure were 
fabricated and erected by U. S. Steel. 


This trade-mark is your guide to quality steel. 


SEE THE UNITED STATES STEEL HOUR. It’s a 
full-hour TV program presented every other 
week by United States Steel. Consult your local 
newspaper for time and station. 


Milk Tastes Better when served 

modern, convenient way. Many res' 
rants and school cafeterias use th 
stainless steel milk dispensers. Stain 
won’t rust. It’s sanitary and eas 

clean. And it’s hard enough to re 
dents and wear. 





Frozen Steel. Ordinary steel becor 
brittle at low temperatures. But U. 
Steel recently introduced a complet 
new alloy known as USS “T-1*.” 

steel retains its strength and toughni 
at high and low temperatures; but é 
more important, it can be welded wi 
out need for heat treatment. The picty 
shows a “T-1” welded pressure ves 
that survived a blow from a 13-ton in 
dropped 73 feet. The tank was chi 
to —22° F. *Trade 





1200 Feet a Minute! That’s how fast this magazine printing press gobbles up paper. At the d 
livery end; a sharp steel knife snaps in and out 640 times a minute to cut the paper. Americ 
Quality Springs are used to cushion the shock. They perform so well that the customer has be 
using them in these presses for 20 years. 


UNITED STATES STEE 


For further information on any product mentioned in this advertisement, write United States Steel, 525 William Penn Place, Pittsburgh, Pa. 
AMERICAN BRIDGE... AMERICAN STEEL & WIRE and CYCLONE FENCE .. COLUMBIA-GENEVA STEEL .. CONSOLIDATED WESTERN STEEL .. GERRARD STEEL STRAPPING .. NATIONAL TU 
OIL WELL SUPPLY .. TENNESSEE COAL & IRON .. UNITED STATES STEEL PRODUCTS .. UNITED STATES STEEL SUPPLY ... Divisions of UNITED STATES STEEL CORPORATION, PITTSBUR 
UNITED STATES STEEL HOMES, INC. - UNION SUPPLY COMPANY - UNITED STATES STEEL EXPORT COMPANY + UNIVERSAL ATLAS CEMENT COMPANY 5-2 











